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To the Honorable Mario M. Cuomo, Governor:

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 sixth annual Simulcast Report
of the Racing and Wagering Board.

Nineteen hundred and eighty-nine 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
$3.2 billion. The Board has identified simulcasting as a
significant factor in the maintenance of New York's position.
Simulcasting is now an integral part of the state's racing
and wagering scheme. Simulcast activities during 1989 and
its results are described in detail in this report.

The racing and wagering industry is an important
component of the Empire State's economy. It generates sub-
stantial revenue for state and local goveraments and employs
tens of thousands of New Yorkers. The industry however, is
plagued by significant differences among 1ts various components.
The Board believes that 1989's 3.2% decrease in handle levels
from 1988 could be reversed if the members of the racing and
wagering community simply worked together in the best interest
of racing. 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.

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 in the racing world.
Only together can we continue to effectively promote and
enhance this unique and exciting sport.



In this report, the Board recommends that simulcasting
be made a permanent part of New York's racing and wagering
system, while giving the Board the necessary 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 industry-wide cooperation.

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

of this report.
Respectfu bmjtted,

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

The New York State Racing and Wagering Board's 1989
Simulcast Report is somewhat different than its five prior
editions. 1In addition to reporting on simulcast activities
by New York State's race tracks and off-track betting
corporations for the calendar year 1989, we have sought to
put simulcasting in perspective,  as. we approach the
expiration of the current statutory experiment.

Following the introductory sections, we have added a
new part. This "Overview" of the entire simulcast
experiment (1984 to date) attempts to briefly summarize New
York's experience during the last five 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 is intimately familiar
with his or her 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 the simulcast experiment. 1In
addition, the multi-year charts are a handy reference tool
in showing where New York State is and how it got there.

Following this new section, we return to the
traditional format of earlier reports. The report describes
the statutory evolution of the simulcast law as well as
Board practices and procedures in effectuating the statute.
It ' goes on to detail the significant activities,
accomplishments and problems encountered by each participant

in sinulcasting during 1989, It also explains the
techniques involved 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
corporations.

We join Chairman Corbisiero in commending the
extraordinary work of the members of the 1989 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 eighty-nine was the fifth full
calendar year in which comprehensive statewide simulcasting
of horse races within New York State occurred. It is the
last full year for the current experiment. "Simulcasting” is
the display of live televised horse races on which pari-
mutuel betting is permitted at a site other than the track
where the race is held. B

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

After careful study and analysis of ihat experiment
during 1985, including this Board'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 1985,
The 1985 laws amended the provisions of Article X of the

Racing, Pari-Mutuel Wagering and Breeding Law and authorized
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comprehensive statewide simulcasting for five Years through
June 30, 1990. In extending the provisions of Article X,
the Legislature continued to find that the racing, breeding
and pari-mutuel wagering industry is an important sector of
the economy of this State, providing substantial revenues to
state and local governments, and employing thousands of
state residents. The Legislature determined that
simulcasting holds the potential for strengthening and
furthering these economic contributions and that it is in
the best interest of the State to continue to encourage
simulcasting.

Amendments relating to simulcasting were enacted during
the 1986, 1988, and 1989 legislative sessions. These
amendments expanded the type of services and amenities off-
track betting corporations could offer in designated
simulcast facilities, limiting the occasions when track
consents are required for simulcasting, and expanded
waéering and simulcasting opportunities on two major series
of races, the Breeders' Cup (thoroughbred) and the Breeders'
Crown (harness). The specific provisions of these statutory
amendments are discussed later in this report.

The Legislature continued 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 to authorize any



simulcasts which would Jjeopardize present racing or
employment opportunities or which would infringe on the
current operations or markets of the race tracks and the
regional off-track betting corporations which generate
significant revenues for local governments in the State.
Section 1002(2) of the Racing, Pari-Mutuel Wagering
and Breeding Law (hereinafter Racing Law) requires the
Board to submit annually a report on March thirty-first
following each year in which simulcasting is conducted, to
the Governor and the Legislature. This report on
simulcasting is to evaluate its compatibility with the well
being of the horse racing, breeding and pari-mutuel wagering
industries in the State and the BoardA is to maké any
recommendations it deems appropriate. In accordance with
the statutory mandate, the Board respectfully submits this,

its fifth report, for the year ending December 31, 1989.

DEFINITIONS

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

A SIMULCAST is the display of live audio and visual
signals of thoroughbred, harness or quarterhorse races
conducted 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.
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There are three types of SIMULCAST RECEIVING

FACILITIES - an OTB SIMULCAST BRANCH (including an OTB

telebranch and an enhanced OTB telebranch), a RECEIVING

TRACK or a SIMULCAST THEATER (including demonstration

projects),

An OTB branch is the ordinary operating component of
an OTB corporation, which js authorized to accept wagers.
When simulcasting is permitted, it is then licensed as an

OTB_SIMULCAST BRANCH. This type of facility only offers the

audiovisual signal of the races.

During 1985, 3 special type of OTB branch was
developed, called a TELEBRANCH. A telebranch is a licensed
OTB branch with additional amenities for patrons, including
larger screens, food and non-alcoholic beverage service.

Chapter 919 of the Laws of 1986 as amended by Chapter
467 of the Laws of 1989 created a third category of OTB
branches which offers Simulcasting., The Board has

classified this category as an ENHANCED TELEBRANCH. An

enhanced telebranch has all the amenities of a telebranch.
In addition, an enhanced telebranch serves alcoholie
beverages with the approval of the Board and issuance of
appropriate licenses by the New York State Liguor Authority.
The statute authorizes 15 enhanced telebranches in New York
City and no more than three (3) such facilities per county
for all other regions. The statute sets forth the minimum

seating requirements in a restaurant setting for this new



type of facility and authorizes the use of credit cards for

the purchase of food and beverages.

A RECEIVING TRACK is a licensed pari-mutuel race track

where simulcasts, which originate from another licensed

pari-mutuel 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, areas for. viewing and seating,
food, alcoholic and non-alcoholic beverage service. An
admission fee is charged, and winning 'Qagers on in-state
simulcast races are not subject to the 5% OTB surcharge.

In the July 1985 legislation, special types of

simulcast theaters called SPECIAL DEMONSTRATION PROJECTS

were created for purposes of stimulating economic
development, employment opportunitieé and state and local
revenues. These special demonstration projects were
authorized only in privately owned hotels in Sullivan and
Ulster Counties for the exclusive use of guests of the
hotel. Hotels in Greene County were made eligible by a
1986 statutory amendment. Additionally, one such special
demonstration project was authorized within the City of New
York. These facilities were authorized to be operated (a)
by an OTB corporation or (b) jointly by an OTB corporation
and a track. In either case, an outside or third party may
participate in the operation of these facilities. To date,

no applications for any of these licenses have been made .




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 combination of horses
are based upon the amount of money bet on each horse or
combination in relation to the amount of the pool. Neither
the track at which the races are run nor OTB contributes any
funds to the pool from which winning bets are paid.

During the first yeér of the experiment (1984-85),
minimum compensation to tracks simulcasting to OTB branches
was calculated on the basis of incremental'handle.

INCREMENTAL HANDLE was defined as the amount by which

total monies bet at designated OTB facilities during the
simulcast experiment exceeded the total amount wagered in
those facilities during a previous non-simulcast time
period. That time pe;iod was defined by statutory formula.
Simply 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 receiving tracks is by
agreement and, while some of the agreements still calculate
on the basis of incremental handle, the computation of
incremental handle differs substantially from the former
statutory formula. In calculating simulcast handle, several

of the agreements allowed for what has been called

cannibalization.



CANNIBALIZATION is the reallocation of bettors and

their dollars to a simulcast facility from nearby OTB
branches which do not have simulcasting. Again, simply put,
simulcast Branches tend to draw customers from non-simulcast
branches.

The July 1985 amendments to the simulcast statute
deleted the incremental handle standard and its statutory
formulation, and left compensation as a matter to be agreed
upon 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 corporation for simulcasting. It
serves as the basis for competing tax credits now granted by
the State to the tracks (except the New York Racing
Aq;ociation) as an incentive to encourage the tracks to
simulcast tﬁeir races to OTB branches. For this purpose,

SIMULCAST HANDLE is defined as the entire handle of an OTB

simulcast branch on the races of the track being simulcast.
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OVERVIEW: THE SIMULCAST EXPERIMENT - 1984 to 1990

As we approach the statutory conclusion of the current
Simulcast experiment (July 1, 1984 - June 30, 1990), it is
an appropriate time to make an assessment.

While the Board's Annual 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 covering the ten
year period 1980 to 1989 describing on and off-track betting
handles, distribution of revenues from on and off-track
betting and OTB net earning and surcharge available for
localities. The final chart in this section summarizes OTB
total handle by corporation since the inception of off-track
betting.

buring Governor Cuomo's tenure, statewide pari-mutuel
handle both on and off-track increased by over $350 million
to $3.3 billion. This 1is in large part due to the
introduction of simulcasting in 1984, Principally off-track.
The results on-track are not as promising.

On-track thoroughbred racing showed some decline during
the period from 1983 to 1989, Total attendance dropped by
over 350,000 persons, while handle declined from $968
million to $886 million, a decrease of over $82 million. 1In
accordance with the drop in handle, revenue to Stéte and
local governments from thoroughbred racing on-track also

declined slightly. The thoroughbred industry  has



successfully utilized simulcasting (particularly track to
track simulcasting) to recoup some of its losses. In 1989,
the New York Racing Association's in-state track to track
simulcasts generated handle of over $161 million. When
included in the on-track thoroughbred handle, 1989's total
rose by some $80 million compared to 1983.

The State's harness industry has not shown the ability
to maintain its financial position, despite the innovative
concept of simulcasting or the additional tax relief
legislation which has been in place during most of this
period. The State saw one harness track, Roosevelt Raceway,
close its doors in 1988, while the other tracks continue in
steep decline. Despite an increase of more than 60 racing
programs in 1989 (over 1983), attendance fell‘by over two
million people, while handle dropped over $240 million. In
this sector, the falloff in other indicators, such as State
revenue, 1is clear. For example, in 1983, New York State
received over $34 million in pari-mutuel tax revenues from
the harness tracks; last year the State received only $6
million from the pari-mutuel tax on harness racing. This
reflects both a decline in harness handle, as well as a
reduction in the pari-mutuel tax rates. The Board does not

foresee any indication that business may increase in the

future.
Off-track betting conducted by six public benefit
corporations, saw significant benefits as a result of

simulcasting, begun 1in 1984. In comparing the year 1983
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(pre-simulcasting) with 1989, one can see the results:
handle increased by more than $200 million so that in 1989
off-track's total handle of $1.9 billion exceeded the
combined statewide on-track handle for all tracks by 5482
million. In addition, off-track - betting provides
significant sources of revenue for the local governments
($102.7 million) the race tracks ($103.8 million), the State
($28.8 million) and the breeding funds ($11.6 million).
With over 270 branches, more than half of which simulcast
races and some of which are enhanced facilities offering
additional amenities and services, OTB's handle has
continued to rise.

Despite 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, clerks
and technicians off-track, managers and farm help at the
breeding sheds, as well a4s many outside vendors and
suppliers. 1In addition, it has been and continues to be an
essential part of each area's local economy, often providing
a key element in maintaining the vitality of communities.

ASSESSMENT OF RFESULTS

During the experimental simulcasting period, there has
beén no real growth. While total handle has risen $204

million to $3.4 billion, that is an increase of only 6.5%,
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well below the rate of inflation and represents a
substantial loss in "real dollars”.

As was to be expected, on-track handles declined over
the period by $257 million to $1.3 billion (only partially
offset by track to track handle increases of $125 million)
with harness tracks falling an alarming 31%.

off-track betting, which would have been expected to
benefit substantially from simulcasting, did rise $337
million to $1.9 billion for the period, but its rate of rise
(21%) over the five years was also a loss in "real dollars"
for the period.

what trends, if any, emerged during the five years
indicated a shift of night harness racing handle to daytime
simulcast thoroughbred handle, and to a lesser extent, to
harness handle at OTB facilities. On-track harness handle
declined $178 million during the five year period. Trackuto
track thoroughbred simulcasting at harness tracks however,
grew by $119 million, and off-track betting on harness races
increased S$49 million.

Yonkers/Roosevelt Raceways' total on-track handle
declined by $130 million over the period while NYRA
simulcasts at Yonkers attracted $106 million and off-track
betting grew $43 million.

Saratoga Raceway lost $15 million 1in on-track harness
handle during the period, but gained $13 million in NYRA
track to track simulcast handle and $2 million in OTB

handle.
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One other notable event was the dramatic growth in the
Finger Lakes thoroughbred off-track handle from the
Simulcasting of its races to a statewide OTB audience, on
the one day a week when NYRA is closed. For the period,
Finger Lakes off-track handle on NYRA dark days, increased
$43 million. Finger Lakes competed, not only with out-of-
state thoroughbred tracks, but also against metropolitan
harness tracks which conducted afternoon racing.

The Finger Lakes results seem to have been the only
statistics which met the optimistic predictions for
Simulcasting. '

While simulcasting as a growth . generator was
disappointing, it still may have stemmed substantial erosion
of the pari-mutuel betting dollar. For the five years
before simulcasting, total handle grew only $49 million
(1.5%), on-track handle declining §72 million (4.4%) and
off-track only increasing $120 million (8.2%). During the
simulcasting experiment, total handle increased $204 million
(6.5%), declining $§133 million (8%) on-track and increasing
$337 million (21%) off-track.

The developments during the past six Years (1983-1989)
are briefly summarized in 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
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grew from three simulcast branches in 1984 and 1985 to 30 in
1986. From 1980 to 1985, thoroughbred racing showed modest
gains overall. The handle rose from $95.6 million in 1980
to $102 million in 1985, a 7.3% increase. 1In 1982 and 1985,
there was actually a drop in handle from the previous year.
The harness handle was much worse. From 1980 to 1985, the
handle declined from §50.9 million to $40.7 million, a
decrease of 20%. This occurred during a steady expansion of
the general economy.

Coincidental with the expansion of simulcasting 1in
1986, was a large increase in the thoroughbred handle. The
handle increased to $120.2 million or 17.1% over 1985. This
was followed by increases of 14.8% to §138 million in 1987,
3.6% to S143 million in 1988 and 1.4% to $145 million in
1989. By 1989, Western had simulcasting in 45 of 47
branches. The saturatisn effect' can be seen in 1988 and
1989. The dramatic handle increases of 1986 and 1987 began
to diminish with the continuing presence of simulcasting in
most of Western's branches.

A certain amount of handle was undoubtedly cannibalized
from non-simulcast branches. However, such large gains in
1986 and 1987 broke the early 1980's pattern of slow and
erratic growth. Much of the early gains must be considered
wagers by new fans or increased wagers from old ones.

Harness racing saw steady, 1if unspectacular growth with
the advent of simulcasting. The handle increased in 1986 to

$47 million or 15.5%. In the following years, handle
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increased much slower. In 1987, the handle increased to
$49.5 million or 5.3%, $50.2 million or 1.4% in 1988 and
$51.9 million or 3.3% in 1989, Although growth has remained
small, simulcasting reversed a trend of erratic, overall

decline in total handle from 1980 to 1985, The increase in

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

Local governments revenues are determined by several
other factors. Surcharge is a function of the amount of
winning wagers placed in a region. It is also affected by
the 1985 statuto;y amendment which allows an OTB corporation
to retain as operating revenues 90% of 4 corporation's share
of surcharge on wagers placed outside a special betting
district while the track in the special betting district is
simulcasting. S;rcharge revenues grew dramatically from
1985 to 1987, rising approximately $1 million per year.
Since that time, total surcharge generated has remained
constént at approximately $8 million per year.

The net benefits to localities are paid only after all
operating costs of the corporations are deducted.
Therefore, the net benefits to localities are a function of
the spending policies of the corporation. Net benefits to
localities have remained constant since 1986 in Western at
approximately $4 million Per year. One factor contributing
to this is Western's ambitious capital construction policy

which may eventually produce steady, long-term



profitability. However, both surcharge and net benefits to
localities are wup considerably over the pre-simulcast
period.

CAPITAL REGIONAL OTB

Simulcasting began at Capital- OTB in 1984 and has
expanded to nearly every branch. Capital has accomplished
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 branches to telebranches and enhanced
telebranches.

Capital OTB's handle has grown an average of 9.3% per
year from 1984 to 1989 (over 54% from 1984 to 1989). This
growth is well above the rate of inflation for this period,
which averaged approximately 3.7% per year. Along with the
increase in total handle came an increase in simulcast
handle. After the initial cannibalization with the
introduction of simulcasting, 'Capital's simulcast handle
increased at a slightly higher rate than total handle
(little cannibalization). In recent vears, with the
stabilization of total handle and the continuing climb in
simulcast handle, it appears cannibalization is increasing.

The increased handle may be attributed in part to
Capital OTB's aggressive capital improvement plan. From 19853
to 1989, Capital has expended approximately $13.2 million on
improving branches. Most of this money was spent on the

simulcast theater and to upgrade branches to telebranches
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and enhanced telebranches. The return on portions of this
investment has been minimal.

Financing for these projects has been obtained through
bank borrowing. The method of financing as well as the
amount may be the reason for Capital's low return to its
participating counties. In 1984, Capital returned $2.7
million to its participating counties representing 1.6% of
its handle. This return has decreased to $783,000 or 0.34%
of handle in 1989. The total return for the period 1984 to
1989 was $10 million or 0.86% of handle. Western OTB, which
is very similar to Capital OTB in size and handle, returned
$22.1 million or 2.12% of handle for the same period.
Included in these returns was a S1 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
tokal 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 promotions. While Capital has
expended large amounts of the corporation's money on these
promotions, few of them have shown measurable results.

CATSKILL REGIONAL OTB

The first of Catskill OTB's simulcaét experiments began
in August of 1984, In total, 14 simulcast experiments at
eight branches were conducted. Aall eight branches displayed
races from the New York Racing Association (NYRA) while six

of those same eight branches simulcast harness races from
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Roosevelt Raceway. These eight branches immediately
increased 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
signals were added. Because of the simulcast statute which
provides that regional tracks could veto simulcasting of
races to any branch within 31 miles of its location,
Monticello blocked Catskill from receiving simulcast signals
from any harness track at a Catskill branch in Middletown,
New York. During this year, simulcast expenses of Catskill
approached $1.5 million. Included in these expenses were
wages, additional computer costs, satellite system fees,
simulcasting compensation to the tracks, administrative and
promotional costs. Also during 1985, legislative
authorization for ‘“special 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 of 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 increased by four
to 15 simulcast facilities. In addition, Catskill OTB took
advantage of 1985 amendments to the Racing Law and added
restrooms and vending machines to four of its facilities.

These facilities proved to be a convenience for the
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customer, and 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

change in its traditional position as its on~track patronage

and volume of business continued to decline, and it began
to look for new sources of revenue. Two more simulcast
facilities added restrooms and vending machines.

Simulcasting 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 OTB from‘having
both the simulcast and the live call of any harness racing
at Nanuet. 1In effect, this closed the Nanuet facility at 6
p.m. This facility is strategically located at the head of
the Garden State Parkway where it joins with the New York
State Thruway. It was built specifically to draw customers
from New Jersey to New York State and away from the
Meadowlands located in northeastern New Jersey.

In 1989, Catskill OTB continued with 16 simulcast
facilities which displayed thoroughbred racing, but Nanuet
was again stopped by Yonkers Raceway from simulcasting any
harness racing whatsoever. One of the main Catskill OTB
facilities was relocated. A crowded and uncomfortable
Suffern simulcast branch was relocated to downtown Suffern

at the site of a closed supermarket. In November, a new
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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 of simulcast
experiments, Yonkers Raceway has been consistently losing
harness customers to OTB in New York City and Catskill as
well as to the Meadowlands. Yonkers also wanted to get the
dollars bet directly at its track rather than at OTB.
Additionally, Catskill OTB felt it was losing its daytime
customers to Yonkers Raceway which had a track to track
afternoon simulcast from the operating NYRA track.

Catskill OTB maintained that it was  losing many
customers from its Rockland and Orange County facilities to
Yonkers. The average large bettor would go to the Yonkers
simulcast because there was no surcharge on winning wagers
at Yonkers, while there was a surcharge at all Catskill
facilities as required by law. For example, a winning
bettor bets $50 to win on a NYRA race and the winning horse
pays $10 at the NYRA track. The winning bettor both at NYRA
and at Yonkers receives a total of $250 back. The winning
bettor at Catskill OTB (because of the surcharge) receives
not $250 but $235. Naturally, patrons who wager larger sums
of money are going to patronize the facility where the
payoffs are the greatest. The logical answer to this
dilemma was for Catskill OTB to build a simulcast théater in

Rockland County. This facility would charge an admission

fee and pay track prices. Catskill OTB determined that this

E
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was not feasible because upon construction of such g
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 and Finger Lakes
all had expired. Catskill OTB continued to accept wagers
without simulcasting. Many Catskill OTB customers 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 "9go" telephone number operated by an outside firm
and pay to listen to the track announcér's stretch call of
the race or watch the NYRA® sponsored and produced evening
television replay on their local cable system.

SUFFOLK REGIONAL OTB

-

5

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
of delivering the pPicture ($49,000 per month) ate up most of
the profit.

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

The experimental branches offered no patron facilities;

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
siﬁulcasting from the rest of New York State's tracks.

In August 1984, Suffolk simulcast the NYRA/Saratoga
meet, and NYRA simulcast handle immediately outpaced that of
harness simulcasts.

Ssuffolk moved quickly in 1985 when the current law took
effect, to streamline its operations and wupgrade its
branches. Eight branches have been closed since 1985,

reducing the number éf 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 attractively appointed, with comfortable
seats, vending machines and simulcast viewing areas.. 1In
addition, restrooms have been added to all the branches
(except one) and most branches have been refurbished.

Suffolk is now looking at the remaining non-simulcast
branches, hoping to combine some of them, reducing the
number of locations by three. However, it may be hampered
by some landlords refusal to rent to OTB.

Suffolk's simulcast theater, "Tel-A-Race", was
established in 1986. It was enlarged in 1989 from 7,000 to
14,000 sguare feet. The additional space allowed the

corporation to increase the size of the restaurant area, and
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add four additional betting windows for a total of 14
windows. There is a new theater area, and 33 additional
television sets. This larger space will permit Suffolk to
do more promotions and special events. It has contacted
civic and professional groups seeking customers for a "Night
at the Races" and similar events.

The simulcast theater has been very successful. Its
handle has risen from an average of $60,000 a day in 1986 to
$103,000 per day in 1989.

Suffolk Regional Off-Track Betting Corporation has
enjoyed a very successful six Years. Handle increased from
$141 million in 1985 to $207 million in 1989, Profit,
expressed as a percentage of handle, has risen from $2.8
million, or 1.98% to $5.4 million or 2.6%. The racing
industry, the State, and the County of Suffolk have all been
beneficiariesaéf this increase.

In addition, surcharge income has risen from $3.2
million in 1984 to $3.8 million in 1989,

NASSAU REGIONAL OTB

Nassau Regional Off-Track Betting Corporation conducted
three simulcast experiments in 1984 and grew to a high of 36
simulcast operations in 1989, These simulcast operations
were all conducted at only ten of their 21 branches.

In 1984, Nassau OTB claimed a loss of $23,000 as a
direct result of simulcasting. In the years 1985 and 1986,
the corporation considered that simulcasting was not 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
investments, and in 1988, established a restructuring
program which included the opening, closing and relocation
of various branches. These changes in 1987 and 1988 were
made in response to simulcasting.

Iin 1984, Nassau OTB simulcast the NYRA/Saratoga meet
into two branches. It also simulcast Roosevelt Raceway
races into one branch.

In 1985, in addition 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 confusion among its
customers and employees. In addition, Nassau OTB was never
able to obtain a long-term contractual agreement with
Yonkers. This resulted in fregquent changes in the level of
compensation paid to Yonkefs. Nassau OTB's relationship
with Yonkers in requesting and/or receiving permission for
expansion has improved.

In 1986, Suffolk Meadows Race Track (guarterhorse) 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 limited because of the

statutory track consent requirements, the close proximity of
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Nassau OTB's branches to local tracks (Belmont, Roosevelt)
and self-serving interests. At times, Negotiations became
disputes that gave rise to open hostility among the parties
that were ajred publicly. This was the Year Nassau OTB
introduced Self-Automated Machines (SaMs) into 11 branches.
These color-coded, touch-activated, tellerless betting
machines were exclusively used by Nassau oTB. Restroom
facilities were installed in some simulcast branches.

In 1987 and 1988, Nassau oTB reduced its Simulcast
tracks to NYRA, Yonkers and Monticello (one day). Two
additional satellite receivers were purchaéed, bringing its
total to nine. The relationship with its regional harness
track worsened. Roosevelt Raceway refused to simulcast into
Nassau branches during any part of 1987 or 1988, Nassau OTB
in turn, denied Roosevelt Raceway consent to conduct track
to track wagering on NYRA. With the closing of Roosevelt
Raceway 1in 1988, this persistent problem for Nassau OTR
became moot.

In the area of improvements and capital investments,
Nassau 0TB spent a quarter of a million dollars renovating
and relocating its Green Acres branch in 1988 only to be
denied simulcast from NYRA.

In 1987, a new concept to increase handle was suggested
by corporate management, Nassau wanted to install 3
combined telephone and video display screen unit, a Direct
Line System in various locations. It remained under review

until the Jatter part of 1989 when 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 commitment to SAMs continued to
progress at a steady pace. The number of SAMs increased to
150 as compared to 115 in 1987.

In 1988, Nassau OTB established a restructuring program
which included the opening, closing and relocation of
various branches. A new branch in Jericho was opened. It
offered simulcasting from NYRA, Yonkers., Finger Lakes and
Monticello. There were many SAMs available for use plus
comfortable seating.

In 1989, the Hicksville branch was relocated. This
branch was unigue in that it offered the use of "Tiny Tims"
to its patrons. These units enabled a patron to bet without
leaving his/her seat. A patron must have a daily or a
regular telephone betting account 1in order to use these Tiny
Tims.

Since Nassau OTB began simulcasting in 1984, it has

generated $20.5 million in revenue to New York State in tax,

breakage and uncashed tickets. The racing industry has
benefited greatly from simulcasting to Nassau OTB. The
tracks (NYRA, Roosevelt, Yonkers, Finger Lakes and

Monticello) have jointly received $53.7 million in statutory
payments during 1984 through 1989, plus an additional $4.3

million in contractual payments for a total of $58 million.
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The breeders funds (thoroughbred and harness) have
jointly received $6.1 million since simulcasting to Nassau
OTB began in 1984.

Nassau County itself has received $38.6 million from
surcharge, plus $29.6 million in net revenue for a total of
$68.2 million during 1984 through 1989,

Surcharge revenues to localities outside Nassau County
totaled $15.9 million for the years 1984-1989,.

An overview for the years 1984 through 1989, shows
that the dollar amounts rise substantially each year, but
net revenue from handle is not as dramatic. Nassau OTB's
net revenue as a percentage of handle, has risen ever so
slightly from 1984 through 1988, but has fallen a bit in
1989, The increased payments that Nassau OTB makes to
obtain simulcasting, plus the cannibalization factor have
shown that simulcasting is not the boon it was first made
out to be.

NEW YORK CITY OTB

New York cCity oTB (NYCOTB) conducted a limited
simulcast experiment for the period October 22, 1981 to July
1, 1985. oOn October 22, 1981, 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 (Grant City and
Richmond Avenue) showed dramatic increases in handle from
the pre-simulcast figures, while thoroughbred handle

declined significantly.
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Simulcasting under the current statute commenced with
the NYRA/Saratoga meet in August 1984 at the same two Staten
Island branches which were receiving harness racing. NYCOTB
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 Roosevelt were too
high to Jjustify further televising of harness racing.
Yonkers Raceway was unwilling to negotiate different terms
from those agreed upon by Roosevelt. Therefore, at the
conclusion of the Roo#evelt meet on November 3, 1984,
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 not make any capital
investments, nor were any improvements made to branches for
simulcasting.

In 1985, NYCOTB opened with 126 branches and ended with
118, Seventeen simulcast branches were operated, 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 ended with
110. A total of 128 simulcast operations were conducted.
Thirty-two branches simulcast Saratoga thoroughbréd races

that year, as well as varying numbers of branches for other

NYRA tracks and Finger Lakes. Simulcasts of harness races
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were displayed from Yonkers, Roosevelt and Monticello
Raceways. The major event of 1986 was the opening of New
York City's first simulcast theater, the "Inside Track”, at
1011 Second Avenue, Manhattan. Its total 1986 handle was
$26.4 million, with a daily average handle of about
$100,000. This is to be compared with NYCOTB's total 1986
simulcast handle of $269.2 million (of which $176.8 million
was thoroughbred, and $92.4 million was harness) out of a
total corporate handle of §947.8 million (of which $749.9
million was thoroughbred and $197.9 million was harness).

NYCOTB opened with 110 branches in 1987 and ended with
106. The number of simulcast branches increased to 36. A
total of 131 simulcast operations were conducted. The
1significant event of 1987 was the opening of the second
simulcast theater, the "Select Clubf, at 165 Water Street,
Manhattan. Opened on March 24, 1987, its toéal handle was
$17.1 million. This, added to the total 1987 handle for the
"Inside Track" ($40.8 million), produced a combined
simulcast theater total handle of $57.9 million. This
figure compared with the NYCOTB 1987 simulcast handle of
$373.2 million, of which §272.2 million was simulcast
thoroughbred handle, and $101 million was simulcast harness
handle.

In 1987, the proportion of simulcast thoroughbred
handle showed a sharp increase compared with simulcast
harness handle over 1986. It was also a year in which

thoroughbred vs. harness simulcast handle showed an increase
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for thoroughbred. The year 1985, the first significant one
for simulcast handle, showed a simulcast thoroughbred-to-
harness handle ratio of about 6.4 to 7 or slightly less than
even. 1In 1986, the ratio changed to almost 2 to 1, in favor
of thoroughbred. 1In 1987, the ratio increased to about 3 to
1, in favor of thoroughbred.

In 1988, NYCOTB opened with 106 branches and ended with
102. A total of 129 simulcast operations were conducted.
The number of simulcast branches remained constant at 36.

The "Select Club", operating for its first full year,
generated $30.1 million in handle. The "Inside Track"
generated $43.9 million in handle, with both theaters’
combined total handle reaching $74 million, another record.

The 1988 total simulcast handle was 38.4% of NYCOTB's
corporate handl{, which exceeded $1 billion (though down §3
million from 1987). Oof the $1 billion-plus corporate
handle, $821 million was for thoroughbred and $179 million
was. for harness. Of the $384.4 million simulcast handle,
$286.1 million was for thoroughbred and $98.3 million was
for harness.

In 1989, NYCOTB opened with 102 branches and ended with
100. The number of simulcast branches remained constant at
36. A total of 129 simulcast operations were conducted.
"Select Club" handle was $33 million; "Inside Track"” handle
was $42.4 million; both combined were $75.4 million, or
about S1 million higher than 1988. Total NYCOTB simulcast

handle for 1989 was $363.2 million ($275.6 million
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thoroughbred and $87.6 million harness) which was 38.6% of
NYCOTB's 1989 corporate handle of $940.8 million.

During 1989, two new telebranches opened. One, at
Williamsbridge Road, the Bronx, replaced two smaller nearby
branches. 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 late
November, that simulcasting was to be allowed on the first
floor, but resolution of the upstairs portion (enhanced
telebranch) was put off unt}l June 1990. NYCOTB transferred
simulcasting from its Parkchester branch fo Williamsbridge
Road when the agreement was reached. Therefore, this branch
has no additional amenities and, as of the end of 1989, has
had no approval by the State Liquor Authority for a license
to operate bar facilities.

The seéond telebranch opened in Staten Island,
replacing a nearby branch. Handle thus far has not been up
to expectations. Known as the "Winner's Circle", it had
sought permission from the Board to charge a $2 admission
fee. The Board approved the fee contingent upon full food
and Dbeverage service (including alcohol) 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 any case, there can be
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no doubt that escalating operating costs, particularly
rents, are a contributing factor. 1In 1989, the corporation
spent over $8.7 million for rent alone, a one year increase
of over $1.2 million. Continued escalation of rents is a
certainty for the years to come. 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 period, 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 1988
and 38.6% in 1989.

In the same five-year period, the number of branches
has been decreasing steadily, from 126 at the beginning of
1985 to 100 at the end of 1989. Total rent costs, however,
have been increasiﬁg, as cited previously.

Lastly, revenues peaked between 1986 and 1988 and have
gone down perceptibly since. Benefits to New York City from
operations respectively were: $§10.7 million, S11 million
and $12.7 million for 1986, 1987 and 1988. This constituted
approximately 1.1% of NYCOTB's total handle. In 1989, a
sharp drop to $4.7 million (0.5% of handle) occurred.
NYCOTB revenue to all tracks showed, respectively,bamounts
of $49 million, $52.3 million, $52.2 million for 1986, 1987

and 1988, with a drop to $48.4 million in 1989. Total
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revenue from surcharges showed a similar pattern,
respectively, from $39.4 million, $40.2 million, and $39.1
million for 1986, 1987 and 1988. In 1989, it dropped to
$36.6 million.

The high plateau of expansion and increased revenue
from larger handles was reached in the 1986 - 1988 period,
and it remains to be seen whether improved marketing, better
weather and enhancements or upgrading of existing facilities
will keep handles from 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
generation of potential bettors more interested in sports
than in racing, new methods and ideas will have to be
explored if NYCOTB wishes to maintain its pre-eminent
position among State OTB corporations. Simulcasting has
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 Aqueduct
Race Track in August 1984. The simulcast handle from 1984
to 1989 has consistently remained in the $30 million range;
accordingly payments made to the State, the horsemen (as
accrued purse obligations) and the thoroughbred breeding

fund have remained fairly constant. Daily average



attendance during this period (1984-89) was 6,384 and daily
average handle was $1.2 million.

In 1984, NYRA contributed $2.4 million from Aqueduct
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 million from 1985 to 1989 were included in NYRA
revenues during those years, and were subject to 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 in handle and attendance from $76
million in 1984 to $85 million in 1989, while attendance has
risen from 690,000 in 1984 to 726,000 in 1989.

In 1984, NYRA entered into agreements with Buffalo
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 and have continued to be
successful. Buffalo Raceway took the NYRA simulcast from
1984 to 1986, but discontinued the simulcast in 1986 because
it wasn't profitable.

Saratoga Raceway's track to track simulcast handle has
grown from $6 million in 1984 (108 days) to $18.9 million in

1989 (282 days!), while on-track handle during the
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corresponding period has decreased from $46 million to $31.5
million.

The purse money distributed to horsemen fron on-track
handle (from 1984 to 1989) has declined from $5.9 million to
$5.3 million. From 1984 to 1989, ‘the NYRA simulcast has
generated $678,000 in purse money for Saratoga's harness
horsemen or an average of $113,000 annually.

Although Saratoga Raceway's oh—track handle has
declined while the NYRA simulcast has increased, it jis
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
decline.

Finger Lakes on-track handle has remained relatively
steady during the 1984 to 1989 simulcast of NYRA races. The
on-track handle has averaged approximately $50 million per
Year during this period, while the NYRA simulcast handle has
fluctuated from a high of $9.8 million (194 days) in 1985 to
a low of $5.9 million (88 days) in 1989,

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 meeting except

for certain stakes and graded events.
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1t 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
of the racing season for 1986. In subsequent vyears,
simulcasting continued until the meet began. This explains
the dramatic drop in the number of days of NYRA simulcasting
to Finger Lakes through the years.

The NYRA simulcast to Finger Lakes has continued to be
successful. However, the competition of a premier
thoroughbred product with 1its own racing had a dramatic
effect on FLRA's on-track handle 1in ‘1985. In order to
maximize its own product, FLRA had to exercise prudent
business judgement relative to the NYRA simulcast.

The NYRA to Yonkers Raceway simulcast has been the most
successful track to track simulcast operation in New York
State. This simulcast began on Marcg 24, 1986 after long
negotiations between Yonkers Raceway and NYRA, the
standardbred Owners Association (SOA), New York City OTB and
Catskill OTB. New geographic boundaries were established to
facilitate 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 1989, Yonkers simulcast handle has risen

from $56.7 million in 1986 (242 days) to $105.8 million in
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1989 (306 days). As a result, this simulcasting has
generated an enormous sum of money for NYRA and its horsemen
as well as Yonkers Raceway and its horsemen. From 1986
through 1989, NYRA and its horsemen received $26.5 million,
Yonkers Raceway received $13.5 million and the Yonkers
horsemen received $4 million in accrued purse obligations.

The horsemen's share of the revenue streanm increased
dramatically with the closing of Roosevelt Raceway in 1988,
because the so0aA agreement with Yonkers Raceway provided
sharing 50% of the net revenue only when there was racing at
Yénkers Raceway.

Even with the closure of Roosevelt Raceway and with
Yonkers Raceway assuming its dates, the aggregate on-track
handle continues to decline. The NYRA simulcast has been an
important component in maintaining Yonkers Raceway's
Profitability. )

The simulcasting of NYRA races to out-of-state tracks
has grown dramatically from $5.4 million in 1984 to $53.5
million in 1989.

NYRA's on-track handle was $942 million in 1984 and has
dropped to $838 million in 1989, a decrease of $104 million.
However, the handle at track to track wagering sites has
grown from $8.6 million in 1984 to S161.8 million in 1989,
an increase of $153.2 million. As a result, NYRA's overall
handle has increased to §] billion, but its growth has been

due 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
reasons given for this "failure" to undertake
experimentation is the concern that such simulcasting would
further erode on-track harness handle and attendance. The
1989-90 Yonkers to Vernon simulcast experiment is on-going
as this report is written. It is too soon to draw any

conclusions from this experiment.
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Suffolk

Capital Western Conbined

Catskill

Nassau

New York City

078 Regional Corporation

$50,378,208

$6,280,490 $3,261,141 $2,393,051 84,214,190

$9,405,306

$24,824,030

Net Earnings To Localities
Surcharge To Localities
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Total Benefits 1980

$8,543,363  $6,249,875 $2,163,166 $1,656,502 $2,035,027  $46,091,054

$25,443,121

Net Earnings To Localities
Surcharge To Localities
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Total Benefits 1981
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$2,792,506 $1,055,589 $1,962,153 $35,749,13

$5,561,597

$7,911,048

$16,466,245

Net Earnings To Localities

Surcharges To Localities
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Total Benefits 1982

$7,014,084 $4,990,814 $2,759,296 $2,106,448 $2,944,884  $31,089,642

$11,274,11¢6

Net Earnings To Localities

O

- ewij

ot ong

-
LagIR¥-1]

L iK1
-]
oD

-§
N D
bl By
o) o]

-
L all=—]]

D o~
- -4 Y]

-
-y ey
bl Bt
o« oo

~
2| e

- STV
(r-Tr-Y]
e

*
[ 13X oV
- iewg
i lagt]

-y
~| et
o -y

1983

Surcharges To Localities
Total Benefits

Net Earninqs To Localities

Surcharges To Local

$3,244,390 429,676,146
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Total Benefits

$22,137,079

$2,682,38¢6

$2,788,110 $1,590,578

$2,793,826

$5,318,502

$6,963,677
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Total Benefits 198S

Surcharges To Localities

$5,600,079 $3,539,312 $3,399,844 82,531,902 $4,091,464  $29,867,237

$10,704,636

Net Earnings To Localities
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1986

Surcharges To Localities
Total Benefits

$6,557,830 85,302,616 $5,093,808 $1,032,887 $4,198,449 $33,221,944

$11,036, 354

Net Earnings To Localities
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Total Benefits 1987
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BACKGROUND SUMMARY: SIMULCASTING 1979 - 1988

New York has been a leader in the development of
simulcasting. Beginning in 1979, the State undertook various
experiments and test projects relating to simulcasting, including

the first comprehensive statewide experimental program during

- 1984-1988,

For the purpose of understanding what the State has done in
the past, the following information summarizes New York's efforts
during the period of October 1979 through December 1988, as

stated in prior simulcast reports.,

SIMULCAST OPERATIONS BY OFF-TRACK BETTING CORPORATIONS

AND RACE TRACKS BEFORE JULY 1, 1984 (PRE-ARTICLE X)

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

Within the State, the Legislature authorized 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 in October
1981, at the Grant City and Richmond Avenue branches. A similar
program was wundertaken in Suffolk County by that county's
regional off-track betting corporation in March 1982, at its Sun
Vet and Shirley branches. The authority for this simulcasting
expired on June 30, 1985 (pursuant to Section 521(8)’ of the

Racing Law, as amended). Subsequent simulcasts to these



locations have been treated as regular simulcasts, under the
provisions of Article X.

Two substantial ongoing simulcast operations of New York
racing to points outside the State have also been conducted. The
first involves the ongoing transmission of live audiovisual
signals from New York thoroughbred and harness tracks to the
State of Connecticut for its off-track betting system. This
system, operated in part by General Instrument, AmTote Systems
Division, first received televised pictures of New York Racing
Association (NYRA) thoroughbred programs and harness racing from
Roosevelt and Yonkers Raceways in October 1979 at one facility, a
new Teletrack, located in New Haven.

The only other state receiving daily simulcasts of New
York's races is Nevada. Beginning in June 1983, NYRA and
Caesars Palace entered into an agreement to simulcast NYRA racing

%

to a licensed race book at Caesars Palace and other locations in

the State of Nevada. In June 1984, Yonkers and Roosevelt

Racewavs' harness simulcasts were also made available to licensed
race books in Nevada. A detailed discussion of the New York -
Nevada arrangements 1is contained hereinafter. In addition, on
numerous special occasions, New York stakes and-feature races are
simulcast to various out—oflstate tracks. These simulcasts are
the subject of specially negotiated agreements, approved by the
Board on a case by case basis, and must comply with the

provisions of the federal Interstate Horseracing Act of 1978.




SIMULCASTENG OPERATIONS BY OFF-TRACK BETTING CORPORATIONS AND

RACE TRACKS DURING 1984

After the enactment of the experimental simulcast statute in
July 1984, all of the State's off-track betting corporations and
six of the State's ten tracks pParticipated in the experiment.

A total of 55 simulcast licenses were issued, four to
tracks, and 51 to off-track betting branches. The two tracks,
which only transmitted simulcasts, were not required to be
licensed under terms of the law.

The first experiment was conducted by NYRA with simulcasts
of its Saratoga races to its Aqueduct track beginning August 1,
1984. During Augqust, the New York City, Nassau, Suffolk and
Catskill oTB regions followed with simulcasts of both Saratoga
thoroughbred races and Roosevelt Raceway harness races.,
Eventually, during 1984, the Cagital and Western regions and
Saratoga Raceway, Finger Lakes Race Track and Buffalo Raceway
joined the experiment.

All of the simulcasting was done by agreement between the
tracks and OTB corporations. The tracks charged the OTB
corporations an additional percentage of handle (approximately
4%) above the regular statutory pPercentages (approximately 5%).
This was based upon a computation of additional incremental
handle caused by simulcasting. Thus, for this incremental
handle, the oTB Ccorporations paid the tracks approximately 9%,
rather than the usual 5%.

Track to track simulcasting was also based on contractual

agreements, Saratoga Raceway, Finger Lakes Race Track and

- 45 -



Buffalo Raceway all simulcast NYRA races and paid about 7.1% of

their handle to NYRA.

SIMULCAST OPERATIONS BY OFF-TRACK BETTING CORPORATIONS

AND RACE TRACKS DURING 1985

Nineteen hundred and eighty-five was the first complete
calendar year in which comprehensive statewide simulcasting of
horse races within New York State occurred. During the course of
that year, the Legislature passed and the Governor signed into
law a five-year authorization for comprehensive statewide
simulcasting through June 30, 1990.

The Board issued a total of 84 simulcast facility licenses
in 1985: 80 to off-track betting corporations and four to race
tracks. Included therein was the State's first simulcast theater
license. It was issued to the Capital District Regional Off-
Track Betting Corporation for 1its simulcast theater within the
Teleplex Racing Center, Albany, New York. This simulcast theater
opened to the public for wagering on October 19, 1985.

The 1985 statewide simulcast handle totaled $395.2 million
of which $331.2 million was wagered at off-track betting
facilities, while $64 million was wagered at track to track
simulcast locations. All simulcasting between sending tracks and
receiving tracks, as well as to of f-track betting corporation
facilities, was done pursuant to contractual agreements between
the respective parties, The compensation paid to the sending

tracks following the five-year renewal of the statutory

- 46 -
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authorization was somewhat less than it was under the one vyear
experiment (pre-July 1985).

The New York City, Nassau, Suffolk and catskill Regional
Off-Track Betting Corporations considered that their respective
1985 simulcast operations were, at ﬁhe» least, not a losing
Proposition. The Capital District Regional Off-Track Betting
Corporation, as well as Finger Lakes Race Track, Saratoga Raceway
and NYRA's simulcasts to Aqueduct from Saratoga, were successful.
Both the Western Regional Off-Track Betting Corporation and
Buffalo Raceway concluded that their experiences with
simulcasting in 1985 were not financially successful,

With the enactment of the 1985 Omnibus Racing Legislation,
all parties hoped that the statutory amendments would enhance the
success of simulcasting and result in the overall improvement of

the racing, pari-mutuel wagering and breeding industries.

SIMULCASTING OPERATIONS BY OFF-TRACK BETTING CORPORATIONS

AND RACE TRACKS DURING 1986

During 1986, regular track to track simulcasting was
continued by Finger Lakes Race Track and Saratoga Racewavy on NYRA
races, as well as Aqueduct's simulcasting of the Saratoga 24-day
meeting. Yonkers Raceway, having contracted for necessary
consents of the New York City and Catskill Regional Off-Track
Betting Corporations, in conjunction with its own races to them,
began simulcasting NYRA races on March 24, 1986 (the opening date
was delayed until the track and its horsemen reached agreement on

the horsemen's purse share).

- 47 -



Thereafter, Buffalo Raceway, which had ceased simulcasting
NYRA races early in 1985, did simulcast these races for nine days
during the Erie County Fair when the track was not conducting
harness racing.

During 1986, simulcasting of in-state races by all off-track
betting corporations continued, on an expanded basis, on races
from NYRA, Yonkers and Roosevelt Raceways. Capital OTB continued
to simulcast Finger Lakes races on NYRA dark days and Saratoga
Raceway races.

Nineteen hundred and eighty-six saw several new
developments. when a strike by mutuel"clerks at Roosevelt
Raceway closed that track during the first week of January,
arrangements were guickly made to open Monticeilo Raceway and
simulcast its races from January 3 through January 6 instead.
Off-track betting on Monticello races during the period jumped
from an average $112,000 per day to $590,000 per day.

During the early Yonkers and Roosevelt Raceways meetings,
both tracks limited their simulcasting to off-track betting
corporations until firm agreements on compensation were reached.
As a result, there was no simulcasting of Roosevelt Raceway to
Nassau OTB during 1986, or to Suffolk OTB until August 1986.
Yonkers denied the signal to New York City OTB from January 22
until March 1, to Suffolk OTB from January 22 to February 3, and
to Catskill OTB from January 7 to March 7.

on April 12, 1986, New York City Off-Track Betting
Corporation opened its first simulcast theater. For the rest of

the year, the theater primarily offered simulcasts of NYRA races
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+000 in handle per day)

L]

Also in April, Finger Lakes began a fy]] season of daily

simulcasting to the Western and Capital regions. For the year,

combined on-track and off-track betting on Finger Lakes races

increased by $24 million to $124 million,
25%,

an increase of almost

On May 17, 1986, the State's third simulcast theater was

opened in Suffolk County. Through December 31, $11 million was

wagered there for a daily average of almost $50,000.
In July, the downstate off-track betting regions began

interfacing their "dark day" pools at Finger Lakes and were able

'to offer the same betting pools available on-track. This,

coupled with increased Simulcasting, resulted in substantial

increased betting,
In September,

Meadows began simulcasting its races to the Nassau, Capital and

Western OTB regions. For the 18 days, the total off-track handle

was $1.5 million, averaging $82,000 per day.

Finally, during November and December, Batavia Downs and

Buffalo Raceway inaugurated simulcasting to OTB branches in the

Western and Capital regions. For this period, simulcast handle

totaled s§5.5 million, increasing daily off-track betting by an

estimated $50,000 (31%) from $160,000 to $210,000.
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Also during 1986, NYRA simulcast some of its feature races
to 35 out-of-state tracks which handled $24.7 million on those
races and paid NYRA $1.8 million. Roosevelt and Yonkers Raceways
simulcast a few races to five tracks in other states yielding

nominal results.

SIMULCAST OPERATIONS BY OFF-TRACK BETTING CORPORATIONS

AND RACE TRACKS DURING 1987

During 1987, regular track to track simulcasting of NYRA
races was continued by Yonkers and Saratoga Raceways for the full
year, by Finger Lakes for part of the year (91 days), as well as
Aqueduct's simulcasting of the Saratoga 24-day meeting.

Buffalo Raceway, which had ceased simulcasting NYRA races
early in 1985, and then simulcast those races for nine days
during the Erie County Fair, when the track was not conducting
harness racing in 1986, did no simulcasting at all ig 1987. .

During 1987, simulcasting of in-state races by all off-track
betting corporations continued on races from NYRA, Yonkers and
Roosevelt Raceways. Capital OTB continued to simulcast Saratoga
Raceway races. More days of simulcasting of Batavia Downs and
Buffalo Raceway's harness races tock place in the capital and
Western regions.

During early 1986, Yonkers and Roosevelt Raceways had
restricted their simulcasting to off-track betting corporations
until firm agreements on compensation were reached. During 1987,
no limitations were imposed by these tracks but only off-track

handle on Yonkers appreciated substantially.

- 50 -

T



P

BT

On March 24, 1987, New York City Off-Track Betting
Corporation opened its second Simulcast theater (the first having
opened in 1986). Simulcasts of NYRA races in the afternoon and
Roosevelt/Yonkers races at night ~were the pPrimary offerings.
The total handle for both theaters was $58,1 million, for a daily
average exceeding $160,000 (in 1987, the one theater had averaged
$100,000), The State's first simulcast theater, in Albany,
operated for the ful] Year and averaged $80,000 in handle per
day, while Suffolk's theater also averaged $80,000, operating the
entire year.

In April, Finger Lakes began its second full season of daily
simulcasting to the Western, Capital and Catskill regions and on
NYRA "dark days" to the other OTB regions, For the year, off-
track betting on Finger Lakes races increased §31 million to $106
million, an increase of almost 41%, X

Suffolk Meadows, the ‘"pew" quarterhorse tragk which
conducted racing in 1986, failed to re-open in 1987. For 18 days
in 1986, limited simulcasting of its races had averaged $82,000
per day.

Also during the year, NYRA simulcast some of its featured
races to 60 out-of-state tracks which handled $35.4 million on
those races ang paid NYRA $2.5 million. Roosevelt and Yonkers
Simulcast a few races to tracks in other states Yielding nominal
results.

A serious disruption of Connecticut's off-track betting

(and, therefore, simulcasting) on Roosevelt and Yonkers races

occurred in midyear 1987, when the horsemen's association at



those tracks refused to give its consent (r~e=qguired

Law) to the renewals o # those contracts. As a

estimated $1.4 million $700,000 imn purses; $700,0C
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those tracks refused to give its consent (reguired by Federal
Law) to the renewals of those contracts. As a result, an
estimated S1.4 million ($700,000 in purses; $700,000 in track

revenues) was irretrievably lost.

STMULCASTING OPERATIONS BY OFF-TRACK BETTING CORPORATIONS

_AND RACE TRACKS DURING 1988

During 1988, regular track to track simulcasting of NYRA
races was continued by Yonkers Raceway and Saratoga Raceway for
the full year, by Finger Lakes for part of the year (99 days). as
well as Aqueduct's simulcasting of the Saratoga 24-day meeting.

During 1988, simulcasting of in-state races by all off-track
betting corporations continued on races from NYRA, Finger Lakes,
Yonkers and Roosevelt Raceways. Capital OTB continued to
simulcast Saratoga Raceway races and simulcasting of Batavia
Downs and Buffalo Raceway's harness races took place in the
Capital and Western regions.

In 1988, Roosevelt Raceway permanently terminated racing and
its remaining dates, less 19 days, were assumed by Yonkers
Raceway. For 1988, primarily because of the lost dates, total
OTB handle on both tracks was down $16 million. Total on-track
handle for both tracks, however, was down an alarming S49
million.

New York city Off-Track Betting Corporation operated two
simulcast theaters for the entire year. Simulcasts of NYRA races
in the afternoon and Roosevelt/Yonkers races at night were the

primary offerings. The total handle for both theaters was $73.2
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million for a daily average exceeding $200,000 (up 25%), (In
1987, the one theater had averaged $100,000.) The State's first
simulcast theater, in Albany, averaged $90,000 (up 12.5%) in
handle per day while Suffolk's theater averaged $100,000 (up
25%) .,

In April, Finger Lakes began its third full season of daily
simulcasting to the Western, Capital and Catskill regions and on
NYRA "dark days" to the other OTB regions. For the year, off-
track betting on Finger Lakes races again increased
substantially to $119 million, an increase of.513 million or 12%,

Also during the Year, NYRA simulcast some of its featured
races to 63 out-of-state tracks which handled s41.2 million on
those races and Paid NYRA $2.4 million.

The disruption of Connecticut's off-track betting on
Roosevelt and Yonkers races which occurred in midyear 1988 ended
in 1988. As a result simulcasting now conginues on a regular

basis from Yonkers Raceway to that State.



APPLICATION PROCESS AND GUIDELINES

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

Applications for licenses shall be in such form as may be
prescribed by the Board and contain such information, material or
other evidence the Board may regquire. 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
Board. Section 1003(2) of the Racing Law specifies the contents
of such plan.b ,

Each applicant must also submit a feasibility study
projecting the estimated revenues and costs to operate a
simulcast facility. To be included in the study is the following
information:

1. the number of simulcast races to be displayed;

2. the types of wagering to be offered;

3. the level of attendance expected and the area from
which such attendance will be drawn;

4. the level of anticipated wagering activity;

5. the source and amount of revenues expected from other

than pari-mutuel wagering;

6. the costs of operating the simulcast facility and the
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identification of costs to be amortized and the method
of amortization of such costs;

7. the amount and source of revenues needed for financing

the simulcast facility; and

8. the probable impact of the prbposéd operation on

revenues to local government.

In addition to the feasibility study, the Simulcast Plan of
Operation details the security measures to be used to protect the
facility, control crowds, safeguard the transmission of simulcast
signals and accomplish the transmission of wagering data to
effectuate common wagering pools. Information on the type of
data Processing, communication and transmission equipment to be
utilized must also be provided. The applicant is required to
describe the management groups responsible for the operation of
the simulcast facility and the system of accounts employed to
maintain a Separate record of ;evenues collected by the simulcast
facility, the distribution of such revenues and the accounting
costs re;ative to the simulcast operation. The Simulcast Plan of
Operation also specifies the location of each facility and
includes confirmation from the appropriate local éuthorities that
the location of the Sinmulcast facility and the number of patrons
expected to occupy such facility are in compliance with all
applicable local ordinances,

The final requirement of Section 1003 states that an
applicant must submit the written agreements or letters of

consent 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).

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 region where the
simulcast 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 application to

operate a telebranch in Albany during 1985, an unsuccessful law

suit was commenced by area residents in an attempt to prevent the
opening of the facility. New York State Supreme Court, Albany
County, determined that the Board acted correctly in licensing
the facility. During the course of preparing for this
l}tigation, the Board was advised that it must insure compliance
with the State Environmental Quality Act with respect to the
determination of the environmental 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 in a prescribed format for
each new simulcast facility.

In 1986, the Board began an intensive effort to insure that
all off-track betting facilities (including simulcast facilities)
were in compliance with the New York State Uniform Fire

prevention and Building Code. A similar effort with respect to
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track facilities was also undertaken. With respect to race
tracks, the appropriate local governments' code enforcement
officer was requested 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 Code at facilities
operated by off-track betting corporations is that of the
participating county and/or city.

The procedures adopted by the Board to effectuate these
statutory guidelines recognized that the Governor and Legislature
wished to encourage the broadest possible wutilization of
simulcasting. Basically, applicants were required to submit an
outline of 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 reviewed a submission and made a
determination thereon. In several instances, temporary licenses
were issued contingent upon the receipt of further necessary and
required documentatijon. For the Board, "a meeting of the minds"
between the essential players in this arrangement was critical in
making a determination to authorize a specific simulcast
operation, Of course, a speedy submission of the necessary

written materials has always been required.
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SIMULCAST FACILITY LICENSING

In accordance with the provisions of Section 1002(1) of the
Racing Law, the Board issued guidelines for applications for
simulcast facility licenses. An annual licensing cycle of July 1
through June 30 of the following year was established to coincide
with the statutory authorization concerning 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 1, 1985 through June 30, 1986.
Accordingly, renewal procedures were implemented for the
licensing years beginning July 1, 1986, July 1, 1987, July 1,
1988 and July 1, 1989. Under this procedure, 177 simulcast
facility licenses were ijssued and a total of $88,500 in fees was
received and remitted to the State's general fund as of December
31, 1989.

A breakdown by applicant is set forth below:

1989 - 1990 LICENSING YEAR

NUMBER OF
APPLICANTS LICENSES ISSUED FEES PAID
New York City OTB 41 $20,500
Nassau OTB 11 5,500
suffolk OTB 12 6,000
Catskill OTB 16 8,000
Capital OTB 48 24,000
Western OTB 45 22,500
New York Racing Assn. 1 500
Finger Lakes Race Track 1 500
Saratoga Raceway 1 500
Vernon Downs 1 - . _._500
TOTAL (July 1 - Dec. 31, 1989) 177 $88,500

Two simulcast facility licenses had also been issued during

the first half of 1989 for the prior licensing year, generating

$1,000 1in fees.

- 58 -

f A

”



T

Therefore, during calendar vyear 1989,

Simulcast facility licenses were issued and fees
were received by the Board and paid to New York

fund, pursuant to Section 1003 of the Racing Law.

- 59 -

a4 total of 179



STATUTORY AMENDMENTS = 1985

Legislation (Chapters 286 and 287, of Laws of 1983)
enacted in July 1985, amended the Racing Law and empowered
the Board to prescribe rules and regulations to govern
certain activities authorized by tﬁe Jﬁly 1985 amendments.
These included courier betting, licensing of all
participants in simulcasting and suspension of the OTB
surcharge on certain telephone betting accounts.

The Board was empowered to prescribe rules to govern
the conduct of employees who provide Fhe courier betting
service within the designated locations at tracks or OTB
facilities. Courier betting has not yet been requested at
any on or of f-track wagering facility. However, the Board
has adopted rules to govern such activity in the event that
an authorized entity so requests.

In its 1984 Simulcast Report, the Board reco;mended
that it be authorized to license any person, association or
corporation participating in simulcasting, including those
who create, distribute, transmit or display simulcast
signals. The Legislature and the Governor accepted that
recommendation. The Board had begun the process of drafting
rules and regulations to govern this procedure, including
defining those persons, associations oOr corporations who

must be licensed under the provisions of Section 1003(5) of

the Racing Law. However, it became clear that licensing
only of oTB simulcast facilities was difficult.
Accordingly, the Board has recommended legislation to
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émpower it to license all pParticipants ip off-track betting
(see Recommendation #2),

The legislation added an entirely new Section 1012 to
the Racing Law. It authorizes 3 regional off-track betting

corporation to suspend the collection of the surcharge

telephone accounts with a minimum balance of not less than
$500 at the time of the wager. The consent of the track on
which such telephone wager is accepted is required. Most
Corporations utilijized this provision. Each corporation and
track entered into a consent agreement. Some agreements
pProvided that the surcharge would be suspended on telephone
accounts with a minimun balance of not less than $1,000 at
the time of the wager, while others adopted the statutory
minimum., -

STATUTORY AMENDMENTS - 1986

The legislation governing simulcasting remained
relatively constant during 1986, Chapter 872 of the Laws of
1986 (effective August 26, 198¢) increased the number of OTB
branches which receive the live audio call of NYRA races,
Substantial changes affecting 1987 simulcasting were enacted

on December 30, 1986 in Chapter 919 of the Laws of 1986.

on the Breeders' Cup races as a single out-of-region special
event, allowed the State's tracks to also accept wagers
thereon, authorized up to three 0oTB simulcast branches per

region to sgel] liquor on Premises and limited the
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requirement of track consent to simulcast theaters within a
40-mile radius of the track.

STATUTORY AMENDMENTS - 1988

Several statutory amendments relating to simulcasting
were enacted by the State Legislature during 1988. The most
significant change was the passage of Chapter 261 of the
Laws of 1988. It provided a new series of tax reductions
for the State's harness tracks and Finger Lakes Race Track.
it also established certain requirements for the tracks to
receive such relief. The 1987 tax relief law required the
Board to annually report on or before March 1, to the
Director of the Budget, the Chairman of the Senate Finance
Committee and the Chairman of the Assembly Ways and Means
Committee on how the State's harness tracks and Finger Lakes
Racing Association utili{ed the tax relief and other
benefits authorized by Chapter 261 of the Laws of 1988.

Chapter 261 also added a new Section 906 to the Racing
Law. It authorized every harness racing associlation or
corporation, off-track betting corporation or simulcast
theater operator to accept wagers on a series of harness
races known as the Breeders' Crown. It also authorized
simulcasts of those races to all harness race tracks as well
as licensed OTB simulcast branches and theaters. This
chapter also reimposed the State tax on simulcasts of New
York harness races to OTB facilities within the State of

Connecticut.




Other racing relategd legislation eénacted into Jaw

wagering on New York thoroughbred races, shall be allocated

to purses.

of races of Special interest (i.e. special events) was
enacted as Chapter 686, Previously, only out-of-state races
qualified for this Privilege. Finally, Chapter 687
Prohibited the Board fron authorizing Simulcastsg of
thoroughbred races ‘to a race track located in Suffolk
County.

In addition, an important change affecting racing
occurred on the federal Jeve] %n 1988. as 4 result of a two
Year effort legd by the Board, legislation was enacted in
November 1988, to amend the federa] criminal code [18 u.s.c.
Section 1084(B)] to add foreign countries to the permissible
areas for the transmission of wagering information
(including Simulcasts), This amendment , énacted as part of
the Anti-Drug Abuse Act of 1988, permits the Board to
approve Simulcasts of New York races to foreign
jurisdictions. dne such agreement, between the New York

Racing Association and Caliente Race Track in Tijuana,

- 63 -



located outside this State. However, as & result of this
statutory amendment to Title 18 of the United States Code,
OTB corporations can now accept wagers on races run outside

the United States of America as a race of special interest.

STATUTORY AMENDMENTS = 1989

Four different bills were enacted into law during the
1989 legislative session which affected the conduct of
simulcasting in New York State.

Chapter 467 of the Laws of 1989 expanded the number of
enhanced OTB telebranches which could sell alcoholic
beverages. The amendment provided that each county
participating in off-track betting could have a maximum of
three (3) enhanced telebranches and that within the city of
New York, a total of fifteen (15) enhanced telebranches
could operaie, In addition, 1it also allowed for the sale of
food and beverages using regular credit cards at all OTB
branches offering food service.

Chapter 681 of the Laws of 1989 added a new Section
509-a to the Racing Law establishing an OTB Capital
Acquisition Fund. The legislation was recommended by the
Board in last year's simulcast Report (Recommendation
#4/1988) and was actively pursued by the Western Regional
off-Track Betting Corporation. The legislation provides
that each OTB corporation may establish a capital
Acquisition Fund for the purposes of financing the

acguisition, construction or equipping OTB facilities. The
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fund consists of an allocation from the oTB Corporation's

Pari-mutuel handle as set forth in the law. The statutory

pPercent of the total] Pari-mutue] wagering pools for the
quarter in which the contribution jis méde, nor shall such
contribution reduce the amount of quarterly net revenues
(excluding surcharge) to an amount less than fifty percent
of such net revenues. 1In addition, the fund is capped on an
annual basis by the lesser of one percent of the total pari-
mutuel pools for the prior year or the undepreciated value
of the Corporation's Property.

The Governor also signed into law Chapter 750 of the
Laws of 1989, This new law requires the Board to insure
that information relating to services for compulsive
gambling problems are prominently displayed at all race
tracks and off-track betting facilities throughout the
State, The Board, together with the State's eight race

tracks and six regional off-track betting Corporations, have

The final legislative amendment enacted in 1989

an admission fee (subject to the Board's approval) at
telebranches ang enhanced telebranches offering food,
alcoholic Or non-alcoholic beverages. Chapter 772 took

effect with the approval of the Governor on December 4,



1986. To date, only one application under this provision
has been nade. The New York City off-Track Betting
Corporation applied for a $2.00 admission fee for its
proposed enhanced telebranch on Staten Island.

ADMINISTRATIVE ACTIONS

The Board also took a major step to improve the
environment offered to off-track betting patrons as well as
the communities in which OTB facilities are located. On
December 6, 1989, the Board adopted rules and regulations
requiring that all off-track betting corporation facilities
shall be equipped with restrooms, except for good cause
shown satisfactory to the Board. The rule, which became
effective on January 1, 1990, should help the OTBs promote
an improved image as a concerned member of the community and
offer patrons additional comfort during the time they spend
at OTB facilities.

The Board also authorized a one-year experiment to be
undertakeﬁ by the Nassau and Suffolk Regional Off-Track
Betting Corporations utilizing the "Direct Line System”
(DLS) . Gsing "Tiny Tims", the DLS will be placed 1into
service at various locations on Long Island. Each OTB
corporation has been authorized to install 90 Tiny Tims in
various OTB branches as well as in 90 homes or offices of
current telephone betting patrons. Finally, a maximum of 20
free-standing kiosks equipped with the DLS will be placed in
various locations throughout each county. No such kiosks

can be placed in premises licensed by the State Liguor
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Authority. In addition, each proposed location must be
approved by the Board and the Criteria heretofore
established for the siting of oOTB branches (Board Rule
5204.14) wil] apply.

To date, Tiny Tims have been installed only in existing
OTB facilities.

CONSULTATION PROCESS - 1989 SIMULCAST REPORT

In the course of reviewing 1989 simulcasting, the Board
and its staff conducted a series of informal meetings and
discussions with concerned members of the industry, The
Board has maintained a continuing dialogue with
representatives of the tracks, oTB corporations, horsemen's
groups, staff members of the Legislature and other
interested parties,

Each group was given the opportunity to pPresent its
views and opinions with respect to the effect of the
statute, the problems encountered in implementing the
statute and its recommendations for legislative action. As
would be expected, the groups' representatives were forceful
advocates of their respective interests = apg policy
positions. The details of the problems éncountered by each
of the respective entities are further discussed within the
context of the descriptive harratives for each OTB
corporation and track.

During 1989, the Executive Chamber undertéok a
significant role with regard to racing legislation

specifically relating to the re-opening of Tioga Park
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(S.4730). As a result of the Governor's veto of that
legislation (Veto Message $28, December 27, 1989), the
Executive Chamber, in conjunction with the Board, has begun
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
proposal to continue simulcasting and address other racing
issues as well.

Finally, as a conseguence of Board Recommendation #1
contained in the 1985 Simulcast Report, the Legislative
Commission on Science and Technology (at the request of the
Assenbly Racing and Wagering Committee) completed a
comprehensive study of the methodology presently empldyed
within the industry.to transmit various types of information
among the respective entities.

In a report entitled "A study of Off-Track Wagering-and
Simulcast Technology 1in New York State", released on March
11, 1988, the Legislative Commission evaluated the current
state of the technology and recommendéd options for
improvement. of particular interest are the following
significant conclusions of the report:

1. A statewide computer (tote) network is
technologically feasible;

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

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

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

5. Integration of voice, computer and video data
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transmission has the potential for significant
statewide cost consolidation.

The Board concluded itg review of the Legislative
Commission'sg report. The Board believes that the report
offers recommendations which, if adopted, Create the
pPotential to improve and enhance this-State's racing and
wagering industry. The report can serve as one of the bases

for making important public policy decisions which will

1990's and beyond.
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SIMULCASTING OPERATIONS BY OFF-TRACK BETTING CORPORATIONS

AND RACE TRACKS DURING 1989

During 1989, the fifth full year of the simulcast
experiment, all of the State's race tracks (with the
exception of Vernon powns and the Syracuse Mile) made a
simulcast signal of its races available to the State's six
off-track betting corporations. Five of the State's nine
race tracks also were receiving tracks for simulcast
signals.

The simulcasting of NYRA races was continued by Yonkers
and Saratoga Raceways for the full year, by Finger Lakes for
part of the year (88 days) as well as aAgueduct's
simulcasting of the 24-day Saratoga meet. In additioﬁ,
Vernon Downs began simulcasting races from both NYRA in the
afternoon (139 days) and Yonkers Raceway in the evening (42
nights). )

Simulcasting of in-state races by all off-track betting
corporations continued on races from NYRA, Finger Lakes and
Yonkers Raceway. New York City, Nassau and Catskill OTBs
occasionally simulcast races from Monticello Raceway.
Capital OTB continued to simulcast saratoga Raceway races
and simulcasting of Batavia Downs and Buffalo Raceway's
harness races took place in the Capital and Western regions.

in 1989, the combined statewide on and off-track handle
for all tracks fell by more than $100 million, a 3.16%
decline conpared to 1988. On-track thoroughbred handle

declined by almost 3.5%, while on-track harness handle fell
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by over 9.5%. Total off-track handle declineg by only 1.5%
Compared to 1988's levels. 7Tota] Simulcast handle, however,
continued to rise. During 1989, 36.8% of the State's total
betting handle was wagered at simulcast facilities compared
to 33.5% in 1988, -

A total of 177 simulcast facility licenses were issued
in 1989, ten more than in 1988, Four were issued to race
tracks (Aqueduct, Saratoga Raceway, Vernon ang Finger
Lakes), four to simulcast theaters (two in New York City,
one each in Albany and Hauppauge) ang 169 to off-track
betting branches throughout the State, Collectively, these
facilities conducted 706 simulcast operations. Sixteen were
conducted under various court orders as g3 result of the

Catskill OTB/Yonkers Raceway litigation.

The Racing Law . establishes three distinct
classifications of simulcast facilities. Total simulcast
handle during 1989 in each class were: Track to Track,

$162.3 million (up 9,5% Compared to 1988); OTE Branches,
$1.06 billion (up 8.9%) ang Simulcast Theaters, $144.2
million (up 9.9%)

OTB simulcast handle on both NYRA ang Yonkers races
rose by aPproximately 8.8%, while Batavia/Buffalo's combined
simulcast handle rose by 7.9s%, Finger Lakes, which began
its fourth full year of daily simulcasts to Western, Capital
and Catskill], and on NYRA "dark days" to the other oTB
regions, reported a 9,43 increase ip simulcast handle inp

198g, For the State's other tracks, simulcast handle
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declinéd: 3.5% at Monticello Raceway and 7.3%

Raceway.
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WESTERN REGIONAL OFF-TRACK BETTING CORPORATION

The Western Regional Off-Track Betting Corporation,
located 1in western New York State, is comprised of 18
Ccounties, 15 of which Participate in'thé management of off-
track betting. The two major cities in the Western area,
Buffalo and Rochester, also Participate asg full members of
OTB. Two branches, including Wyoming County's only
location, were closed during the Year and one newly
constructed branch was opened. At the end of 1989 the total
number of branches operating in Western was 47, In
addition, Western relocated three existing branches, two
into newly constructed buildings ang the other into a

completely renovated building.

branches during 1989 from the New vYork Racing Association
(NYRA), Finger Lakes Race Track, Batavia Downs, Buffalo and
Yonkers Raceways.

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

In 1989, Western OTB handled $145.3 million on
thoroughbred races and $51.9 million on harness races for a
total of s$197 million, an increase of §$3.7 million or 1.9%
over 1988. This tota] accounts for 10.3% of ajl New York
State off-track betting handle in 1989. Western ranks fifth

in the State in terms of total betting handle. Based on its
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total $197 million handle for 1989 (as compared to $193.3

million in 1988), Western generated the following:

1989 1988
Statutory Payments:
N.Y. State $ 2,908,962 s 2,886,196
Breeders' Fund 1,244,351 1,217,489
Tracks (incl. contractual) 12,804,404 12,063,326
Total Operating Expenses 19,529,002 19,489,067
Percentage of handle 9,9% 10.1%
Net Earnings to Own Localities 5,146,911* 3,839,213
pPercentage of Handle 2.6% 2%
Surcharge:
To Own Localities ' 4,361,243 4,285,321
To Localities Outside Region 3,706,452 3,588,822

*Includes $1,150,752 1in non-recurring revenue from Amtote
settlement.

At year's end, Western was receiving simulcasts 1in 45
of 47 branches or 95.7% of all its branches. of its total
handle in 1989, $168 million or 85.3% was wagered on
simulcast races.

Western's 1989 handle for NYRA was $87.9 million, an
incréase of S4 million or 4.7% over 1988. Simulcast
locations, of which 46 were operational for varying number
of days during the year, accounted for $82.8 million or
94.3% of total NYRA sales, an increase of 58.4 million or
11.3% over 1988. The daily average handle for the simulcast
locations was $7,285 per branch compared to $6,983 in 1988.

Wwestern's 1989 handle for Finger Lakes Race Track was
§50.5 million, a decrease of $1.5 million or 2.8% as
compared to 1988. Simulcast locations, of which 46 were
operational for varving numbers of days during the vyear,

accounted for $44 million or 87.1% of the total Finger Lakes
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Per branch, compared to $6,465 in 1988,
Western's 1989 handle for Buffalo Raceway was $20.6
million, a decrease of $2.6 million or 11% as compared to

1988, Simulcast locations, of which 38 were operational for

million or 83.2% of the total Buffalo Raceway sales, an
increase of $687,000 or 4.2% over 1988. The daily average
handle for the simulcast locations was $5,573 per branch
Compared to $5,584 in 1988,

Western's 1989 handle for Batavia Downs was $24.1
million, an increase of $2.2 million °r 10% over 1988,
Simulcast locations, of which 44 were operational for
varying numbers of days during the Year, accounted for s19.1
million or 79.2% of the total Batavia Downs sales, an
increase of $7.8 million or 68.5% over 1988, The daily
average handle for the simulcast locations was $6,107 per
branch Compared to $6,63] in 1988. The daily average handle
may have decreased while both total ang Simulcast handle
increased because of a significantly increased number of
branches simulcasting Batavia in 1989,

Yonkers Raceway conducted both afternoon ang evening
Programs during various perijods in 1989, Western OTB's 1989
handle for Yonkers Raceway was s5.3 million, an increase of
$3.5 million or 151.6% over 1988. Simulcast locations, of

which 46 were Operational for varying numbers of days during
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the year, accounted for $4.9 million or 84.6% of total
Yonkers sales, an increase of $3 million or 154% over 1988.
The daily average handle for the simulcast locations was
$2,871 as compared to $2,563 in 1988.

Western OTB also accepted wagers on various out-of-
state race tracks. 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
designate up to 15 thoroughbred and five harness races run
outside an OTB region as races of special interest on which
OTB may accept wagers. puring 1989, Western OTB accepted

wagers on ten out-of -state tracks on NYRA dark days. thal

handle for these dark-day tracks was $4.2 million. 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' Cup (thoroughbred)
and Breeders' Crown (harness) were each designated by law
as one race of special interest. Western OTB's héndle
totaled $2.3 million for the 16 special events. All out-of-
state wagering amounted to $6.5 million for Western OTB.
western paid NYRA $2.1 million in statutory payments,
pased on simulcast handle and §932,000 in simulcast
contractual payments. In early 1989, Western signed a new
contract with NYRA which runs through June 30, 1990. This
contract calls for NYRA to receive 4% of daily incremental

simulcast pools generated by regular and multiple wagers:; 6%

o
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base year of 1984 to determine incremental handle, NYRA
Pays for the uplink. 1If ;3 simulcast theater is established
in Western, NYRA will receive 5% on the first g3 million in
handle, 6 1/2% on the next $500,000 and 7 1/2% on a1l handle
over $1.5 million.

Finger Lakes was paid §2.3 million in statutory
Payments, based on Simulcast handle ang $500,000 as g

Simulcast contractual pPayment. On Aprj] 12, 1989, Western

December 33, 1991, Under the terms of this agreement,
Western will] Pay Finger Lakes an annual simulcast_commission
of $500,000 or an amount equal to 1% of the Simulcast
handle, whichever shall be greater for each of the years

1989, 1990 and 1991, Finger Lakes will pay for the uplink.

of payment of the simulcast commission, the agreement

Buffalo Raceway was paid $878,000 in statutory
Payments, based on  simulcast handle angd $321,000 in
Simulcast contractual payments. On July 14, 1989, western
and Buffalo Raceway entereq a contract agreement for the
Years 1989, 1999 and 1991, Under the terms of the
agreement, 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
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sunday evening handle which is not simulcast to Western
shall not be subject to the agreement. For any meet in
which the payment does not equal or exceed 1.5% of total net
handle, Western agrees that an additional payment will be
made to Buffalo Raceway to bring toﬁal éayment to an amount
equal to 1.5% of total net handle for the year. Buffalo
Raceway will pay for the uplink. During the three year term
of the agreement, should relevant statutes or rules °be
amended after 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.

Bétavia Downs was paid $§77,000 in statutory payments,
based on simulcast handle and $338,000 in simulcast
contractual payments. Westérn's simulcast contract with
Batavia runs through November 30, 1990. The contract calls
for Western OTB to pay 1.4% of net handle per day. If the
1.4% of net handle is less than $2,400 per day, Western will
pay Batavia the difference between the total fee paid at
1.4% of net and the total of 52,400 per day times the number
of non-Sunday days the signal is provided.

Yonkers was paid $102,000 in statutory payments, based
on simulcast handle and $26,000 in simulcast contractual
payments. Western's simulcast contract with Yonkers is open
ended. Western can accept Yonkers simulcasts anytime it
would not interfere with racing at a regional harness track.

Under the terms of the contract Western pays Yonkers 0.5% of
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gross wagers generated at Simulcast branches on the first
$100,000 ang 1% on anything over $100,000.

Wagering at Western oTp has pProduced significant

Finger Lakes, s1.8 million; Batavia, g3 million; Buffalo,
$873,000; ang Yonkers, $248,000.

A 1985 amendment tgo Section 532 of the Racing Law
Provided that, where g3 track located ijp @ thoroughbred
Special betting district Simulcasts outside such Special
betting district, the 50% share of Surcharge allocated to
the county in which such track jis iocated shall be allocated
90% to the OTB operator and 10% to the county,

The Meaning of this statute, which has Produced
$361,000 in revenue for Western in 1989, was disputed by
Ontario County (where Finger Lakes Race Track is located) jip
an appeal to the Board, Ontario County 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
application of the law on g Corporate-wide basis,

Ontario County then challenged the Board's

York, County of Schenectady. In this Proceeding before the

Honorable Robert F, Doran, Justice of the Supreme Court,
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Ontario County argued unsuccessfully that the Board's
decision failed to comport with the intent of the
Legislature 1in enacting this amendment and that the Board's
determination is not entitled to judicial deference. In a
decision rendered on August 4, 1989 (and judgement entered
on August 15, 1989), Justice Doran concluded that the courts
should defer to the Board, as the governmental agency
charged with the responsibility of administering the Racing
Law, unless the Board interpretation is irrational or
unreasonable. In this instance, the Court found that the
Board's determination 1s neither jrrational or unreasonable.
Moreover, the Béard‘s interpretation does not read counter
to the clear wording of the law. Justice Doran
unequivocally affirmed the determination of the Board in

-

this matter. .

In February 1990, Ontario county filed an appeal 1n
this matter with the Appellate pivision of State Supreme
Cou?t, Third Department. The appeal. which seeks to review
Justice Doran's decision, has Ontario County presenting the
same issues to the Appellate Division as was presented to
Justice Doran. It is anticipated that the Appellate
pivision will hear the appeal during the April 1990 term,
with a decision expected shortly thereafter.

For the simulcast signal from Yonkers Raceway., Western

OoTB paid a total of $81,000 to a simulcast vendor. The cost

of the signals from Finger Lakes Race Track, NYRA, Buffalo
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OTB.
The State has granted ;]) its harness tracks ang
Finger Lakes Race Track a tayx credit (against the State's
Pari-mutye}]

tax on handle),

‘as  an
simulcasting to

incentive for
OTB branches, Yonkers Raceway earns a 1,5%
tax credit on simulcast handle, while the remaining harness
tracks ang Finger Lakes Race Track earn a 1x credit on
Simulcast handle. The State Department of Taxation and
- Finance reports that for calendar Year 1989, Yonkers
received $48,000; ia Downs received $167,000;

Raceway received $209, 000

and Finger Lakes

Race Track
received 8222,000 in simulcast tax credits

. Therefore, on a
Simulcast handle of $88.2 million,

the various race tracks

received g total tayx credit of $64

6,000 for Simulcastsg to
Wéétern OTB‘branches.

i Western has continued to expand

vending machines jip its branches,

and cold beverages,

its installation of

The machines dispense hot

amenities,

an increase of
sSix branches Over 1988,

The tota
machines ip 1989 were $294,000,

107% over 1988,

1l sales from the vending

Western,
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western eventually hopes to have vending machines in all

simulcast branches where feasible.

puring 1989, western continued its policy of acquiring
branches through a combination of purchasing existing
facilities or constructing new facilities on 1ts own land.
western believes that ownership, rather than leasing,
results in lower operating costs and a greater degree of
stability in branch operations.

In 1989, Western constructed three new branch
facilities 1ip patavia, Albion and Hudson Avenue in
Rochester. Western now has five facilities they have built
from the ground Uup. in addition, Western renovated a
pbuilding on Military Road in Niagara Falls for a new branch
facility. |

Western has acquired 17 properties through 1989 at a
total cost of $8.7 million, including costs for land,

puildings., renovations and improvements. western OTB plans

to continue its acgquisition program in 1990 when purchase,

rather than lease opportunities, are beneficial to the

corporation.

In 1989, the Board approved western's application to
sell $1,805,000 in bonds or notes for future construction.
This is in addition to the s1,605,000 and $1.5 million in

bonds and notes authorized in 1988 and 1987 respectively.

The proceeds from the 1987 $1.5 million bond issue were

used to purchase the Royal Scot/Merrie Scot Restaurant 1in

the town of irondequoit, Monroe County. The corporation was
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unsuccessfy] in obtaining building Permits for the
Fenovation, due to community opposition. The Property was
sold on November 28, 1989 for $1.4 million.

At the time of the sale, there was a $900,000 Principal
balance on the bonds. Proceeds from the sale of the

Property were used to retire the debt. Net revenues in the

a Capital Acquisition Fund to finance the ‘acquisition,
construction and equipping of facilities of the Ccorporation.
No contribution sha]] exceed the lesser of 1% of the
Corporation's quarterly net  handle o 50% of the
Corporation's Quarterly net revenues, exclusive of
surcharge. The balance of the fund shall not exceed the
lesser of 15 of total Pari-mutuye] wagering pools for the
Previous 12 months or the undepreciated value of the
Corporation's offices, facilitijes and premises,

On July 27, 1989, Western's Board formally established
the Capital] Acquisition Fund as a means of future financing.
As of December 31, 1989, Western had made contributions to
the fund of $675,000 ang earned an additiona] $5,579 in
interest, 71t expended $12,100 leaving a balance of $668,480

at year's end.
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Western, at present, is not pursuing the acquisition of
any simulcast theaters. It has been unable to reach any
satisfactory agreements with the regional tracks. As an
alternative, Western is vigorously pursuing the
establishment of several enhanced télebfanches. Currently.
Western is looking at sites in Niagara Falls, Newark and
Oswego.

on January 1, 1990, Board Rule 5204.16 went into
effect. The rule requires every off-track betting facility
to provide its patrons with restrooms unless good cause,
satisfactory to the Board, can be shown.

Western, which currently has restrooms in 36 of its 47
branches, has asked for a waiver of the rule for  its 11
branches without restrooms. The reasons generally cited are
a lack of space and impending lease expirations. Western's
request 1is currently under review by the Board.

Two major robberies occurred in Western in 1989. On
the morning of april 12, 1989, $13,250 was discovered
missing from the Marway Circle branch 1in Rochester. No
forced entry was discovered and to date no arrests have been
made. A subseguent internal investigation lJed to several
branch employees being suspended due to a failure to follow
corporate procedures over an extended period of time.

Oon the morning of December 26, 1989, a robbery was
discovered at the Bulls Head, Rochester branch. The vault
room door was broken into and the fire and burglar alarms

were ripped from the wall. The entire safe and its
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contents, approximately $10,000 were taken. The Rochester
Police Department has made one arrest and three other
Suspects are under investigation.

Western is currently studying improved security systems

for its branches.

CAPITAL DISTRICT REGIONAL OFF-TRACK BETTING CORPORATION

Capital Distrijct Regional Off-Track Betting Corporation
is located in the northeastern portion of New York State.
The major cities located within Capital OTB are Albany,
Schenectady, Troy and'Utica. The region is éomprised of 20
counties; 15 of these counties as well as the City  of
Schenectady participate in off-track betting. Capital OTB
started 1989 with 51 branches and one simulcast theater.

During the Year Capital OTB opened three new branches and

ended 1989 with 54 branches and one simulcast theater.

as compared to 40 and the simulcast theater in 1988. Forty-
four branches and one simulcast theater displayed races from
the New York Racing Association (NYRA), Finger Lakes Race
Track, Yonkers Raceway and Batavia Downs. Four branches and
the simulcast theater displayed races from Saratoga Raceway.
Thirty-four branches ang the simulcast theater displayed
races from Buffalo Raceway.

Within its region, Capital OTB contains one thoroughbred

track, Saratoga Race Track, a NYRA track, which operates



only during the month of August. It also contains two
harness tracks, Saratoga Raceway and Vernon Downs.

In 1989, Capital OTB continued to operate New York
State's first simulcast theater. This simulcast theater
displayed races from NYRA, Finger Lakes, Batavia, Saratoga,
Buffalo and Yonkers. In this simulcast theater, a bettor is
able to view track odds, bet by number instead of by letter,
and receive track prices, free of the OTB surcharge on in-
state simulcast races. This theater accommodates 930
customirs,-has all the amenities of a race track and serves
food and alcoholic beverages.

In 1989, Capital OTB handled $184.1 million on
thoroughbred races and S44 million on harness races for a
total handle of $228.1 million, an increase of $4.8 million
or 2.2% over 1988. Capital OTB ranks second in the State in
terms of total betting handle with 1i.9% of the statewide
handle. Based on 1its total $228.1 million handle for 1989
(as compared to $223.3 million 1n 1989), Capital generated

the following:

1589 1988
Statutory Payments:
N.Y. State s 3,353,932 s 3,296,912
Breeders' Fund 1,360,599 1,313,182
Tracks (incl. contractual) 13,333,805 13,079,106
Total Operating Expenses 27,389,180 25,939,558
percentage of handle 12% 11.6%
Net Earnings to Own Localities 782,941 1,331,278
percentage of Handle 0.3% 0.6%
Surcharge:
To Own Localities - 4,531,089 4,427,254
To Localities Outside Region 3,484,457 3,372,031




{
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Of Capital OTB's 1989 total handle, s$175.5 million or
76.9% was wagered at simulcast facilities. Capital oTB
distributed $8 million in surcharge revenue to various.
counties, pursuant to Section 532 of the Racing Law. Total
revenue from all concession operationsdat Capital OTB in
1989 was $418,000, of which $283,000 resulted from the
Simulcast theater.

Capital OTB's 1989 handle for NYRaA was $148.2 million,
an increase of s$4.8 million or 3.4s% over 1988, Simulcast
locations accounted for $123.1 million or 83% of the total

NYRA sales, an increase of $6.5 million or 5.6% over 1988,

$9,673 per branch as compared to $9,481 in 1988.

Capital oTB distributed $5.5 million in surcharge
revenue from winning NYRA wagers. Statutory pPayments,
based on simulcast handle, to Nyra in 1989 were $3.3
million, Simulcast contractual payments in 1989 totaled.
$1.1 million. This contractual Payment is based on 3
monthly minimum fee of $17,818 plus any monthly simulcast
handle percentage increase over 1986 multiplied by the
monthly fee. For wagers placed at the simulcast theater
Capital paid NYRA 6.5% of total NYRA wagers, This
agreement with NYRaA expired on September 30, 1987, and has
been extended until further notice by verbal agreement
between the parties,

It should be noted that, of Capital OTB's $148.2 million

NYRA handle, $19.4 million was wagered during Saratoga Race

- 93 -



Track's August meet. This was a decrease of $45,000 or 0.2%
as compared to 1988. Simulcasting within the region
accounted for $16 million, or 82.2% of the total Saratoga
thoroughbred wagers. The daily average handle for Capital
OTB branches simulcasting Saratoga‘Raée Track was $15,655
per branch as compared to $16,410 in 1988.

Capital OTB's 1989 handle for Saratoga Raceway was $16.1
million, a decrease of $2.1 million or 11.7% compared to
1988. Simulcast locations accounted for $10.2 million or
63.3% of the total Saratoga sales, a decrease of §1.9
million or 15.4% compared to 1988. The daily average handle
for tﬁese simulcast locations was $10,346 per branch as
compared to $11,925 in 1988,

Capital OTB distributed $530,000 1in surcharge revenue
from winning Saratoga Raceway wagers. Statutory payments,
based on simulcast handle, to Saratoga Raceway in 1989 were
$488,000. Simulcast contractual payments totaled $153,000
in 1989. Capital OTB 1is making these payments under an
agreement with Saratoga, which has not been reduced to
writing. The proposed agreement expires either with the end
of simulcast legislation or 1992.

capital OTB's 1989 handle for Finger Lakes was §$27.3
million, an 1increase of $369,000 or 1.4% over 1988.
Simulcast locations accounted for $23.6 million or 86.6% of
the total Finger Lakes sales, an increase of §518,000 or

2.2% over 1988. The daily average handle for these
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simulcast locations was $3,380 per branch as compared to
$3,328 in 1988,
Capital OTB distributed s1 million in surcharge revenue

from winning Finger Lakes wagers, Of this, $469,000 was

interpretation of Section 3532(3)(b)(v) of the Racing Law.
Statutory payments, based on gsimulcast handle, to Finger
Lakes in 1989 were $810,000,. Simulcast contractual pPayments
totaled $300,000 in 1989, This was an annual commission
under an agreement with Finger Lakes which expired on

December 31, 1989,

Simulcast locations accounted for $15.6 million or 83.5% of
the tota] Yonkers sales, an increase of $6.8 million or
77.4% cver 1988, The daily average handle for these
Simulcast locations was $4,008 per branch as compared to
$5,058 in 1988. Yonkers 1989 handle, s18.¢ million, showed
an increase of $2.6 million or 16% over Roosevelt's and
Yonkers' combined 1988 handle. The increase in total handle
as well as simulcast handle is a result of the assignment of
Roosevelt Raceway racing dates to Yonkers,

Capital OTB distributed $662,000 in surcharge revenue
from winning Yonkers wagers, Statutory payments, based on
Simulcast handle, to Yonkers in 1989 were $335,000.
Simulcast contractual payments totaled $74,000 in 1989. The

contractual payment jis 0.5% of the total daily Yonkers pools



which exceed $83,000 for each race day. Capital OTB also
pays Yonkers an annual fee of $50,000. while there is no
written contract, Capital OTB does have a verbal agreement
with Yonkers.

Capital OTB's 1989 handle for Batavia Downs was $1.9
million, an increase of $245,000 or 15.1% as compared to
1988. Simulcast locations accounted for $1.4 million or
76.9% of the total Batavia sales, a decrease of $570,000 or
66.1% as compared to 1988. The daily average handle for
these simulcast locations was $1,959 per branch as compared
to $2,747 in 1988. This decrease in déily average handle
may be attributed to an increase in the number of branches
simulcasting as well as the number of dates simulcast.

Capital OTB distributed $70,000 in surcharge revenue
from winning Batavia sales. Statutory payments, based on
simulcast handle, to Batavia in 1989 were $38,000.
Simulcast contractual payments totaled §15,000 1in 1989.
Capital OTB paid Batavia $300 per race date when both of its
regional tracks were dark and $150 per race date when one
regional track was dark. There was no simulcasting when
both regional tracks were conducting races.

capital OTB's 1989 handle for Buffalo Raceway was $2.1
million, an increase of $134,000 or 6.9%5 over 1988.
Simulcast locations accounted for $1.6 million or 76.9% of
the total Buffalo sales, an increase of $115,000 or 7.8%
over 1988. The daily average handle for these simulcast

locations was $2,057 per branch as compared to $2,411 1in
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branches,

Capital oOTB distributed $78,000 in surcharge revenue
from winning Buffalo wagers, Statutory Payments, based on
Simulcast handle, to Buffalo jp 1989 were $43,000.
Simulcast contractua] Payments totaled $15,000 in 1989,
Capital oTB Paid Buffalo Raceway s§30¢ Per race date when
both of itg regional tracks were dark and s150 Per race date
when one regional track was dark. There was no simulcasting
when both regional tracks were conducting races,

Capital OTB's combined 1989 handle for Batavia Downs and
Buffalo Raceway was $3.9 million, an increase of $378,000 or
10.7% over 1988, Simulcast locations accounted for §3
million or 76.9s of the s3.5 million in tota] Batavia and
Buffalo sales, an increase of $685,000 or 29.4% over 1988,
The daily average handle for these Simulcast locations was
$2,009 pér branch as compared to $2,525 in 1988,

Capital OTB diq not simulcast Monticello Raceway during
1989, The total handle for 1989 was $451,000 (40 days) as
Compared to s} million (49 days) in 1988. The $548,000
decrease in handle Feépresents a 56,43 loss in handle,

In return for consent from Vernon Downs to Simulcast
races from harness tracks outside the special betting
district to OTB branches within the district (when Vernon
was conducting races), Capital agreed to guarantee a minimum

Payment of $75,000 over the prior year's statutory
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commissions. This payment was generated through additional
regional track commissions on the out-of-district harness
races permitted to be simulcast under this agreement.

Capital OTB paid the simulcast vendor a $10,500 to
$11,500 per month fee for satellite transmission time for
various race tracks. This resulted in capital paying the
vendor $139,000 in 1989.

capital OTB also accepted wagers on various out-of-
state race tracks. 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
designate up to 15 thoroughbred and five harness races run
outside of an OTB region as races of special interest on
which OTB may accept wagers. During 1989, Capital accepted
wagers on 11 out-of-state tracks on NYRA dark days. Total"
handle for these dark day tracks was $5.9 million. Capital
also accepted wagers on The Meadows, 2 Pennsylvania harness
track, on Sunday nights for a short period ‘during 1989.

This was allowed when there was no in-state harness racing.

Total handle for The Meadows was $105,000. Wagering was

also conducted on 15 thoroughbred races of special interest
and two harness races of special interest. The series of
races Kknown as the Breeders' Cup (thoroughbred) and
Breeders' Crown (harness) were each designated by law, as

one race of special interest. capital OTB's handle totaled
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$2.8 million for the 17 special events, All out-of-state
wagers amounted to $8.8 million for Capital oTB.

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 1.5% tax credit on

Simulcast handle, while the remaining harness tracks and

for calendar year 1989, Yonkers Raceway received $185,000;
Saratoga Raceway received $66,000; Batavia Downs received
$7,800; Monticello Raceway received $2,400 and Finger Lakes
Race Track received $105,000 in simulcast tax credits.
Therefore, on a simulcast handle of s431 million, the various
race tracks received a total tax credit of $366,000 for
Simulcasts to Capital OTB branches.

Capital OTB and Ontario County continued to debate the
interpretation of Section 532(3)(b)(v) of the Racing Law.
This law states: where a track located in a thoroughbred
special betting district Simulcasts outside such special
betting district, the 50% share of surchargé allocated to
the county in which such track is located shall be allocated
90% to the OTB operator (as reqular earnings) and 10% to the
county. Ontario County contended that this law applies only
to surcharge generated by branches actually simulcasting.
Capital OTB‘has been distributing all of the Finger Lakes

surcharge under the amendment. In 1989 capital retained
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$469,000 from Ontario County through this interpretation.
The Board has rendered a decision in this matter reaffirming
its prior interpretation upholding Capital OTB's position.
ontario County then challenged the Board's
determination in this matter in an Article 78 proceeding
against the Board and Capital pistrict Regional off-Track
Betting Corporation in the Supreme Court of the State of New
York, County of Schenectady. In this proceeding before the
Honorable Robert F. Doran;, Justice of the Supreme Court,
Ontario County argued unsuccessfully that the Board's
decision failed to conmport with the intent of the
Legislature in enacting this amendment and that the Board's
determination 1is not entitled to judicial deference. In a
decision rendered on august 4, 1989 (and judgement entered
on August 15, 1989), Justice Doran concluded that the courts
should defer to the Board, as the goverﬁmental agency
charged with the responsibility of administering the Racing
Law, unless the Board interpretation ijs irrational or
unreasonable. in this 1instance, the Court found that the
Board's determination 1s neither jrrational or unreasonable.
Moreover, the Board's interpretation does not read counter
to the clear wording of the law. Justice Doran
unequivocally affirmed the determination of the Board in
this matter.
In February 1990, Ontario county filed an appeal 1in
this matter with the Appellate pivision of State Supreme

Court, Third Department. The appeal, which seeks to reviewvw
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Justice Doran's decision, has Ontario County Presenting the
same 1issues to the Appellate Division as was presented to
Justice Doran. It is anticipated that the Appellate
Division will hear the appeal during the April 1990 term,
with a decision expected shortly thereaffer.

At the end of 1989, Capital OTB was operating 19
telebranches. These telebranches were operated with three
styles of food service, The three styles are full
restaurant, deli food and vending machine. Total concession
sales for these telebranches in 1989 was $305,000 resulting
in $20,000 in revenue for Capital. .

The two telebranches operating with restaurant
facilities are Plaza East (Utica) and Glens Falls. The
Plaza East Racing Center, which was converted to a
telebranch in 1987, has had several concessionaires since
that time. This racing center was renovated at a cost of
$530,000. This facility offers deli food, table service
(but no alcoholic beverages) and 3 simulcast viewing area.
The daily average handle in 1989 for this facility was
$16,101 as compared to S14,268 in 1986 (prior to
conversion). Concession sales averaged S$70 g day for a
total of $25,469. Capital OTB received $2,490 from this
service.

In April 1989, Capital OTB opened the Glens Falls Racing
Center, which was a conversion of an existing simulcast

facility, Renovation costs were $239,000. It offers deli

food, table service (but no alcoholic beverages) and g
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simulcast viewing area. The daily average handle, since the
facility has been converted to a telebranch was $19,977, an
increase of $5,784 or 40.8% over the pre-conversion period
(January 1988 to March 1989). During 1989, concession sales
averaged $416 a day for a total of $114,000. capital
received $4,900 from these sales.

Both of these facilities are scheduled to be converted
to enhanced telebranches (applications pending) 1in early
1990.

Two of the six facilities with ‘dgli food service,
Woodlawn (Schenectady) and Delmar, are unigque. The
concessionaires that operate 1n these facilities are
actually separate businesses. The design of these

facilities allows the branch or the concessionaires to close

while the other part remains open. Ccapital receives no
income from these concessions. of the remaining four
facilities: DNew Lebanon, Ogdensburg, 80 Central Avenueé

(Albany) and North Pearl (Albany), New Lebanon is by far the
most successful. In 1989, the first full year as a
telebranch, this facility had a daily average handle of
$30,159 as compared to $17,190 1in 1987, an increase of
75.4%. Total concession sales for 1989 were $100,000, a
daily average of $275. Capital received $6,600 from this
service.

In 1987, Capital OTB authorized vendors to install and
maintain soda, snack and coffee machines 1in certain

simulcast locations. at the end of 1989 Capital offered




vending machine service at the following facilitjes: Second
Avenue (Troy); Sixth Avenue (Troy); Herkimer; Johnstown;
Bridgeport (will be upgraded to an enhanced telebranch in
1990); Black River Blvd. (Rome) ; Columbia/Washington
(Utica); Latham and East Greenbush (will be upgraded to an
enhanced telebranch in 1990); Cohoes; Guilderland and
Menands, Concession sales for 1989 were $59,000, which

Produced $4,700 for Capital OTB.

commercial loans. Capital OTB borrowed an additional
$290,000 in 1989, At the end of 1989 Capital OTB had five

outstanding obligations:

LOAN OUTSTANDING
BANK AMOUNT BALANCE _ PURPOSE

Norstar Bank $7,500,000 $6,400,000 Leasehold improvements

S

290,000 268,250 Expand teletheater
pParking lot

590,000 455,739 Mortgage (Imperijal
Racing Center)

M&T Bank 342,356+ 182,590* Restaurant ang
television equipment

Xerox Corp. 157,194 16,731 Copiers

(*Includes Principal and interest)
The rate of interest for al] of the Norstar Bank loans is
75% of the Prime rate adjusted quarterly. There is a 12%
maximum and a 6% minimum rate of interest. The outstanding
commitments to M&T Bank are conditional sales contracts with

interest rates that vary from 8.75% to 10.5%. The Xerox



corporation note has a fixed jnterest rate of 9%.

In January 1990, capital entered into an agreement with
Norstar Bank to increase its leasehold improvements loan to
the original balance of $7,500,000. The additional monies
will be used for leasehold improvementé during 1990. This
loan has a principal payment schedule which requires that
the loan be paid in full by 1996.

In April 1989, the New York State Supreme Court, County
of st. Lawrence upheld the Board's decision to allow Capital
OTB to operate a pranch in Gouverneur, St. Lawrence County.
An Episcopal church., located within 350 feet of the branch,
had sought to have the Board's decision to waive Rule
5204.14 overturned. This rule states: "gxcept for good
cause shown satisfactory to the Board in' individual
circumstances, & corporation shall not open OrF maintain a
branch office within 500 feet of an educational institution
or place of worship”. Following & request by the Town's
governing pbody to approve Capital's application, an
exhaustive jnvestigation by the Board and unsuccessful
negotiations between Capital and the chu;ch, the Board
determined that good cause was shown and authorized
establishment of the branch. The branch has peen operating
since February 1989, and no complaints have been lodged with
the Board.

In December 1989, capital continued to install PAMs.
These machines are similar to saM's used by NYRA. In

addition to ten machines Ccapital installed 1in 1988
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Consultants of Montana, The new machines appear to be a
better Product, and early indications are that the customers
will use them.

Since December 1988, capital has been besieged by
employee theft, On  December 29, 1988, 2 Charlestown
(Herkimer County) employee issued himself $3,000 worth of
tickets without authorization and without Paying for then,
On January 11, 1989, the employee was charged with one count
of Grand Larceny. He plead guilty to a reduced charge of
Petty Larceny, a Class A misdemeanor ana was fined $100 ang
ordered to make restitution, Capital has recoved all
monies.

In January 1989, a cashier at the Saranac Lake branch
of Capital oTR issued himself over $7,000 worth of tickets,
The cashier initially issued himself $3,244 worth of tickets
without Paving for them. The’ following day, as OTB
officials monitored his ticket-issuing machine, he issued
himself $4,002 more in tickets in an attempt to recover the

previous day's losses. The cashier was arrested and charged

Class D felony.
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In February 1989, an employee of the simulcast theater
issued hinself 618,000 1in tickets. This resulted 1in the
employee being 7,000 short. The employee Wwas arrested and
charged with Grand Larceny in the third degree, & Class D
felony. He subsequently plead guilty to petty Larceny., 2
Cclass A misdemeanor, and was sentenced to three years
probation. capital has been reimbursed though its insurance
carrier.

In January 1990, an enployee of the simulcast theater
robbed the facility of $30,000. The employee removed
hundred dollar bills from their bundles and replaced them
with single dollar bills. The theft was discovered the
following day. He was arrested 1n Nevada and his
extradition is pending. |

On Friday. December 22, 1989 a security guard at the
Teleplex Racing Center robbed the facility at gunpoint.
after the facility was closed, the guard, brandishing a
sawed-off shotgun, fled with $20,000. 1f Aqueduct had not
peen cancelled he would have reaped a considerable amount
nore. On December 26, 1989 the suspect, arnmed with a 9 mm
semi-automatic assault rifle was confronted by police in
virginia and was subseguently killed in a hail of bullets.
One Virginia police officer was seriously injured but has
since recovered. All monies have peen returned.

in January 1990, the Plattsburgh branch of Capital OTB
was robbed. After the telephone and electric to the back

half of the building was cut, disabling the alarm, thieves
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broke into an adjacent business. They proceeded to gain
entry to the OTB branch and removed a 350 pound safe. The
thieves cut open the safe and removed approximately $20,000.

On June 26, 1989, there was a shooting in the Parking
lot of the simulcast theater in Albany. " The victim, who was
reportedly leaving a Party at the facility, was shot after
an argument over "neighborhood turf", The party, which
started after racing had concluded, did not appear to be an
activity which would increase interest in the horse racing
industry. 1Ip Sevtember 1989, the defendant was sentenced to
3 to 9 years in pPrison for the shooting. '

In June 1989, the former employee accused of starting
the January 4, 1988 fire which. shut down computer service
for both Capital and Western OTBs was sentenced. This
individual was charged with 3rg degree arson, a Class C
felony, and 4th degree criminal mischief, & class A
misdemeanor. Under a plea bargain agreement, the former
enplovee plead guilty to 3rg degree criminal mischief, He
was sentenced to 5 Years probation and ordered to make
restitution.

In January 1990, the Board enacted Rule 5204.16. This
rule requires that all branches shall have restrooms unlessg
good cause can be shown to the Board. At the beginning of
1990, capital OTB had restrooms in 22 branches. After
conversions and consolidations of various branches, Capital

will have 3¢ branches without restroonms. Capital has made
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little effort to install restrooms or seek a waiver of the
rule for these facilities.

ENHANCED TELEBRANCH - 1989 UPDATE

Ccapital OTB operates siX enhanced telebranches in
different counties. The Imperial Raciné Center, located 1in
Schenectady. was purchased, renovated and equipped for
approximately §1.2 million. within this facility. patron
services have been allocated in a manner which distinctly
complement each area. For example, the ground floor offers
only wagering and comfortable simulcast v;ewing areas. One
side of the second floor offers table‘service; the other
side provides deli food service and a bar area. The third
floor offers "an additional table service area and also
provides for administrative office space. The Imperial
Racing Center had a daily average handle of $26,379 and
concession sales of $776 a day fo; a total of $281,000 1in
1989, capital received 26,747 from these concessions.
Since this facility opened capital has found it hard to find
a long-term concessionaire.

In Charlestown, Herkimer County. capital OTB operates
the Charlestown Racing Center which incorporates a
restaurant and simulcast betting area. purchase price of
the restaurant portion was $43,000 and renovation costs
totaled 611,000. in this facility, customer services
include table service, a bar and a comfortable simulcast
viewing area. In 1989, Charlestown had a daily average

handle of $10,774. Concession sales averaged S87 a day for
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a total of $32,000 ip 1989, Capital received g6, 500 from
these concessions, Ip February 1990, the Concessionaire for

Charlestown resigned. Capital has applied for a new

nearby Utica.
In Troy, Capital oTB operates the Troy Atrium Racing

Center. The Racing center was opened with renovation costs

as table service, a bar, electronic sSports information board
and comfortable Simulcast Viewing areas. The daily average
handle for 1989 was $18,663, Concession Sales averaged $567
a day for g total of $205,000 in 1989, Capital received
$36,000 from these concessions,

During 1989 Capital orB upgraded three of its
telebranches to en?anced telebranches, In August 1989, the
telebranch portion of the\ Teleplex Racing Center (as
described in the Teleplex Racing center - 1989 Update) in
Albany_started Serving alcoho], This was followed by the
Gloversvi]le Racing center (Fulton County) ip November 1989
and the Amsterdanm Racing center (Montgomery County) jnp

December 1989,

alcoholic beverages ang a simulcast viewing area. The daily

average handle for 19sg9 was 516,065, Concession sales
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a day for a total of 182,000 in 1989.

averaged §502

insufficient data was available to analyze the alcohol

sales.

in February 1988, capital OT

ation costs for ‘this facility were

B opened the Gloversville

Racing Center. Renov

$528,000. This facility offers deli food service, table

service, alcoholic beverages and a simulcasting viewing

for 1989 was $10,546. Food

area. The daily average handle

sales averaged $399 a day for a total of $145,000. Alcohol

sales averaged $139 a day for the two months of operation

(s8,500 totall.
TER ~-1989 UPDATE

4207 e

TELEPLEX RACING CEN
single

The Teleplex Racing Center consists of a

building‘ and contains two OTB facilities. The first

ufacility,‘known as an enhanced telebranch, seats 270 peoprle.

offers food and alcoholic beverages and has no dress code.

The telebranch does not charge an admission fee and winning

re subject to the 5% OTB surcharge. Deli style food

ge sales of $439.

wagers a

service, offered here, yields daily avera

Alcohol sales for the period of August to Decenber averaged

$51 a day. The other facility., @ simulcast theater, has an

admission charge of $3 per personi winning wagers on in-

state simulcast races are not subject to the 5% OTB

surcharge. all non-simulcast races and out-of-state

re subject to the 5% OTB surcharge. This

food, alcoholic beverages,

special events a

entertainment center offers

electronicC sports information board, special sporting events
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and assorted Patron amenities. A dress code has been
established. During 1989, concession sales averaged over
$1,435 3 day, for a total of $520,000. Capital recejved
$30,000 from these sales.

The Teleplex Racing Center's handle for 1989 was $46.8
million, a daily average handle of $129,391. The simulcast
theater's handle for 1989 was s32,¢ million, a daily average
handle of $90,120, The telebranch's handle for 1989 was
$14.2 million, a daily average handle of $39,271. 1n 1989
20.5% of Capital OTB's total handle resulted fronm wagers
pPlaced at this unique facility.

This exciting concept has shown that orB, by improving
its method of operation and increasing Services to the

public, can attract substantia] additiona] business, This

theater, In 1989, Capital OTB Spent $118,000 on capital
improvements. Capital also Spent $290,000 to expand the
Simulcast theater pParking Jot, In a unique deal, cCapital
Purchased a residential Property, In exchange for 4 long-
term lease for an  additional] parking area, Capital gave
the newly purchased residence to the lessor, ‘The residence,
located between two parcels already owned by the lessor,
made the Property extremely valuable to him,

Capital oTB has sought to attract new business through
various Promotions. 1p 1989, Capital OTB displayed numerous

closed clrecuit boxing events, conducted handicapping

seminars and offered reduced admissions. Art exhibitions,
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as well as charitable and political events, were held at the

simulcast theater. capital's most successful promotion

s to be 1its Monday Night Football promotion. This

promotion, in conjunction with a local radio station,

offered a cash prize to the person who picked the winning

team along with the closest guess to the total sCore. It

also offered a grand prize of money and two tickets to the

Super Bowl for the most weekly wins. The success of this

promotion, is reflected 1in increased attendance (up 131.7%)

and handle (up 36.6%) for the first half of the promotion.

As a result, capital expanded it to other facilities and

occasions. These activities brought in potential bettors.

The simulcast theater has generated additional revenue

for state and local governments.
$167,000 in admissio
5,800 1in state admission taxes.
1009(10) of the Racing Law.
Albany $326,000 1in 1989. This payment is deriv
agreement with the city of Albany to PaY 1%

simulcast theater handle, in lieu of any other local tax.

CATSKILL REGIONAL OFF-TRACK BETTING CORPORATION

catskill Regional

composed of 13 counties located 1in the e
parts of the Sstate. The eight
Broome, Chemung, Chenango, putchess, orange;,

ang Ulster. There are two race tra

Capitél OTB collected
n fees (a decrease of $100,000) and paid
pursuant toO Section
capital OTB paid the city of
ed from an

of the

of f-Track Betting Corporation is

astern and southern

participating counties are

Rockland, Tioga

cks located within the
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boundary of catskil] OTB. Both are harness tracks and are
located in non-participating counties, Monticello Raceway
1s in Sullivan County while Yonkers Raceway is in
Westchester County.

In 1989, catskill OTB had 29 branches in operation, two
less than the Previous vyear. In total, 63 simulcast
operations were conducted.

Catskill OTB's 1989 handle was $135.1 million, a
decrease of $700,000, or 0.5% from 1988, Of that total,
$95.2 million was wagered on thoroughbred races and $39.9
million was wagered on harness races. The total handle for
Catskill OTB represents 7% of all the New York off-track
betting handle in 1989. catskill ranks sixth in the State
in terms of total betting handle. Based on its total $135.1
million handle for 1989 (as compared to $135.8 million in

1988), catskill generated the following:

1989 1988
Statutory Payments: '
N.Y. State $ 1,985,518 $ 2,008,536
Breeders' Fung 875,114 894,642
Tracks (incl. contractual) 7,197,096 7,147,922
Total Operating Expenses 11,778,220 11,666,725
Percentage of handle 8.7% 8.6%
Net Earnings to Own Localities 5,123,959 5,143,811
Percentage of Handle 3.8% 3.8%
Surcharge:
To Own Localities 2,991,331 3,018,221
To Localities Outside Region 2,590,886 2,591,897

Of Catskill OTB's total betting handle, $110.3 million
or 8l1.6% was wagered at simulcast branches. This represents

an 1increase of $3.4 million, or 3,2% over 1988,
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The simulcasting of NYRA races 1into 16 branches
reflected a handle of $65.7 million, which was 81.8% of
total NYRA handle. This was an increase of $4.9 million or
8.1% over 1988. Daily average simulcast handle per branch
was $13,494 per branch, an jncrease of $440 over 1988.
Surcharge revenue of $3.5 million on NYRA races Was
distributed by catskill OTB.

Finger Lakes Race Track accounted for $10.2 million in

catskill simulcast handle, which was 95.3% of the total

Finger Lakes handle. This was an increase of $1.3 million
or 14.6% over 1988. paily average siﬁulcast handle was
$3,797 per branch, an 1ncrease of 8373 over 1988.

surcharge revenue of $252,000 on . Finger Lakes races was
distributed by Catskill OTB.

Harness simulcast handle at 15 branches (Nanuet once
again lacked Yonkers harness simulcasting) amodﬁted to $34.3
million in 1989. This was a decrease of $2.9 million or
7.8% from 1988.

Monticello Raceway had just eight programs simulcast to
catskill OTE 1n 1989. These were Friday and Saturday
programs from May 26 through June 10, as well as two Tuesday
matinees on May 30 and June 6. Total simulcast handle was
$375,000, which was g.3% of total Monticello handle. This
was a decrease of §725,000 or 66% from 1988, when 19
programs were simulcast to catskill OTB. Daily average
simulcast handle was $2,842 per branch, a decrease of $963

per branch from 1988. surcharge revenue of 179,000 on
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Monticello races was distributed by Catskill oTB.

The Yonkers simulcast handle for 1989 reached $34
million, which was 96% of total Yonkers handle. This was an
increase of $10.4 million or 44.1% over 1988. Yonkers had a
monopoly on metropolitan New York harness racing in 1989.
In previous years it split its season with Roosevelt Raceway
in Westbury, Long Island. Daily average simulcast handle in
1989 was $7,075 per branch, an increase of $162 over 1988.
Surcharge revenue of $1.5 million on Yonkers races was
distributed by Catskill OTB.

Catskill OTB also accepted wagers -on various out-of-
state race tracks. The Racing Law authorized OTB
corporations to accept wagers on out-of-state thoroughbred
racé tracks, when the non-profit racing association (NYRA)
1s not conducting racing. In addition, 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 wagers. During 1989, cCcatskill OTB accepted
wagers on seven out-of-state tracks on NYRA dark days.
Total handle for these dark day tracks was $2.5 million.
Wagering was also conducted on 14 thoroughbred races of
special interest and one harness race of special interest.
The series of races known as the Breeders' Cup
(thoroughbred) and Breeders' Crown (harness) were each
designated by law, as one race of special interest.
Catskill OTB's handle totaled $1.8 million for the 16

special events. All out-of-state wagering amounted to $4.3
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million for Catskill OTB.

Catskil)l OTB's simulcast expenses continued upward in
1989. Catskill paid NYRA $3.3 million .in statutory
payments based on simulcast handle and $150,000 1in simulcast
contractual payments. The Finger Lakes Racing Association
received $283,000 in statutory payments based on simulcast
handle and 680,000 in simulcast contractual payments.
Monticello Raceway received $25,000 in statutory payments
based on simulcast handle and there were no simulcast
contractual payments. For Monticello, Catskill OTB paid
.for part of the uplink/downlink costs. Yonkers Raceway
received S$1.4 million 1in statutory payments based on
simulcast 'handle. No simulcast contractual payments were
made by Catskill OTB to Yonkers Raceway due to continuing
litigation. In 1989, gatskill OTB's single simulcast vendor
for all tracks received paymenté totaling over $400,000.

The simulcasting of NYRA races into Catskill OTB was
conducted -under a 1985 simulcast contract that expired on
January 30, 1990. This contract called for Catskill OTB to
pay NYRA a $50,000 vearly premiun plus 6.5% of simulcast
handle. The 6.5% premium rate reverted to the statutory
rate in Rockland and Dutchess counties, when NYRA-Yonkers
track to track wagering was 1n operation and the Catskill
handle for Rockland and Dutchess counties was below the
april 1985-March 1986 base level. over the life of this
contract, NYRA several times tried unsuccessfully to cancel

the agreement. Termination was effected with the contract's

- 116 -

e



expiration on January 30, 1990.

The last full year of the most recent Catskill OTB-
Finger Lakes simulcasting contract was 1989, This three
year contract expired on March 30, 19990, The old contract
called for Catskill to pay Finger Lakes an annual
escalating simulcast commission. The pPayments were $60,000
in 1987, $70,000 in 1988 and $80,000 in 1989. catskill OTB
made payments in equal monthly installments to Finger Lakes
on the fifteenth of each month. These payments were in
addition to payments required by Section 527 of the Racing
Law,

The last simulcast contract that Catskill OTB had in
effect with Yonkers Raceway called for Catskill to pay
Yonkers a daily premium of 0.5% on simulcast handle up to
$82,000; 0.75% on the incremental $30,000; 1% on the
incremental 556,000; and 1.3% on daily simulcast handle over
$162,000. A $320 per day minimum premium was e;tablished.
However, there were no pPremiun commissions on Sundays and no
premium commissions were payable at new branches, if at
those locations, the handle was less than $8,000 per
program.

Catskill OTB has an informal agreement with Monticello
Raceway regarding simulcasting, This most recent
arrangement called for cCatskill OTB to pay Monticello
Raceway a $250 per card premium for programs when Yonkers
Raceway was closed. The $250 was earmarked to help offset

transmission costs of the programs from Monticello. The
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cost of satellite time and other technical costs have
hindered the amount of simulcasting from Monticello Raceway.
The amount of business done on Monticello Raceway by
catskill OTB does not justify Catskill OTB alone paying 100%
of the associated simulcasting costs. = In the future, it
appears that a consortium of OTB's will share the
uplink/downlink satellite costs at Monticello Raceway.

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 1.5% tax credit on
simulcast handle, while the remaining harness tracks and
Finger Lakes Race Track earn a 1% tax credit on simulcast
handle. The State Departmént of Taxation and Finance
repofts’ that, for calendar year 1989, Yonkers Raceway
received §512,000; Monticello Raceway received $6,400 and
Finger Lakes Race Track received $51,000 in simulcast tax
credits. Therefore, on a simulcast handle of $11.3 million,
the various race tracks received a total tax credit of over
569,000 for simulcasts to catskill OTB branches.

The newest Catskill simulcast branch opened in late
November in Suffern. A large abandoned supermarket on
Orange Avenue was converted into a comfortable and very well
designed simulcast branch. Another Suffern simulcast branch
which had been plagued with overcrowding was eliminated.
This new branch also added handicapping desks and much

needed restrooms for its patrons. There is also a vending
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area with seating which offers ja wide variety of snacks.
Several large screen televisions are Strategically placed
throughout the facility.

In 1989, catskill OTB had eight locations with various
food and beverage vending machines. A épecified eating and
drinking area with seating is available to customers
utilizing the machines. Sales from the combined locations
totaled over $111,000. Average commissions to Catskill OTB
were 17.2%, resulting in a net income from food services of
$20,000,. Several geographically separated vendors are
retained by Catskill OTB.

Catskill oOTB currently operates 16 simulcast branches,
11 of which are equipped with public restrooms. None of the
13 cCatskill regular branches has public restrooms. To date,
no application for exemptions from the restroom rule has
been filed by Catskill OTB.

In 1989, Catskill OTB spent $2.1 million in improving
its facilities with the Suffern location accounting for the
largest part of that expenditure. Since the enactment of
the simulcasting law, Catskill OTB has had a major program
of renovations, relocations and expansions. Most of the 29
branches have been refurbished. Two branches were expanded
in their existing locations, while 15 branches moved to
larger locations. Four facilities have existing space
available and are ready for enhancement with restaurant-type
amenities.,

An important factor with expansion 1is the rental
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increases incurred. Some of the increases can be attributed
to the inflated real estate market 1in certain areas of the
catskill Region, but much of the increased rental expense
can be blamed on the dramatic need for more space to provide
customer accomodations such as desks for handicapping.
seating, restrooms and vending areas. Rent increases of
more that 100% were incurred during some relocations and
those costs were 1in addition to the associated renovation
and construction costs.

catskill OTB has had several opportunities to construct
a simulcast theater but has failed to do so. The underlying
reason is that catskill OTB needs long-term simulcasting
contracts with the various race tfacks in order to assure a
product for an expensive simulcast theater. One of catskill
OTB's best facilities is located in Nanuet. Now in its
second year of operation, this facility has yet to display
any harness racing because of the absence of an agreement
petween Yonkers Raceway and Catskill OTB. vyonkers also has
the territorial right to keep all other harness racing out
of the Nanuet facility, so this branch closes its door at 6
p.m.

special demonstration projects for simulcasting into

privately owned hotels 1in sullivan and Ulster Counties

remain untapped. These facilities would be T"for the
exclusive  use of registered guests only" at the
participating hotels. The Concord Hotel in Kiamesha Lake

has been designated by the catskill Hotel Association to be
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the first site. 1In 1989, Monticello Raceway continued to

refuse to consent to the project.

SUFFOLK REGIONAL OFF~-TRACK BETTING CORPORATION

Suffolk Regional Off-Track Betting,Corporation, located
in Suffolk County, had 18 branches and a simulcast theater
operating in 1989. Suffolk OTB conducted 33 simulcast
operations. Ten branches and the simulcast theater
Simulcast races from the New York Racing Association (NYRA)
and nine of these and the simulcast theater displayed races
from Yonkers. 1In August, Riverhead begaﬁ Yonkers evening
Simulcasts, increasing the Yonkers simulcast branches to
ten. The 11 NYRA simulcast facilities also simulcast Finger
Lakes on 29 NYRA dark days from March 31 to November 28,
plus 24 days during August. Suffolk did not simulcast
Monticello during 1989,

In 1989, suffolk handled s151.3 million on
thoroughbred races and $55.5 million on harness races, for a
total of $206.8 million, an increase of $5.2 million or 2.6%
over 1988. This total amount accounts for 10.8% of all the
New York State off-track betting handle in 1989. Suffolk
OTB ranks fourth in the State in terms of total betting
handle. Based on a total $206.8 million handle for 1989 (as
compared to $201.6 million for 1988), suffolk generated the

following:

1989 1988

Statutory Payments:
N.Y. State $ 3,127,678 3,084,868
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Breeders' Fund 1,312,116
Tracks (incl. contractual) 12,385,511
Total Operating Expenses 18,197,788
pPercentage of handle 8.8%
Net Earnings to Own Localities 5,424,894
Percentage of Handle 2.6%
Surcharge:
To Own Localities 3,773,314
To Localities outside Region 3,319,962

1,280,092
11,924,138

18,012,123
8.9%

5,421,935
2.7%

3,653,741
3,247,917

of suffolk OTB's total handle, $166.6 million, or 80.6%

was wagered at simulcast branches. This

increase of $15.9 million, oOr 10.6% over 1988.

represents an

suffolk

distributed a total of §7.1 million 1in surcharge revenue in

1989.

The simulcasting of NYRA . races into 11 suffolk OTB

facilities, including one simulcast theater,

accounted for

$106.5 million or 76.4% of the NYRA handle in suffolk OTB,

an increase of $10 million, or 10.3% over 1988.

The daily

average handle for the simulcast locations was $31,649 per

branch, an increase of 51,080 over 1988. suffolk's contract

with NYRA, which expires on June 30, 1990,

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%

over statutory rates, not to exceed 7.5% at the simulcast

theater.

Under the terms of this contract,

suffolk paid

NYRA $1.8 million 1in contractual payments and $5.3 million

in statutory payments based on simulcast handle.

shows that while simulcast handle was up 10.6%

payments rose 11.9%.

Analysis

, contractual

suffolk distributed $4.8 million in




NYRA surcharge revenue,

Harness races fron Yonkers were simulcast into ten
branches and one simulcast theater during 1989, Yonkers
Raceways' handle at the simulcast facilities was $49.5
million or 93.4% of Suffolk's handle for those tracks.
Harness handle increased $620,000 or 1.2% over 1988.

Evening simulcasting of Yonkers races resulted in an
average daily handle of $11,023 per branch, a decrease of
$1,946 or 15% from 1988, The simulcast of the Yonkers
matinee averaged $7,309 per day, a decrease of $399 from
1988. 1t should be noted that while daily averages are down
at Yonkers, tota] handle has increased. The daily average
declined due to the increase in simulcast branches.

The contract with Yonkers called for @ minimum payment
of $500 per evening, except for Sunday evenings when Yonkers
receives 0.5% of simulcast handle. Payments are on an
ascending scale, from 0.5% of handle up to $90,000 and 1.3%
on handle over $210,000 for all wagers placed after 7 p.m.
This contract expired on February 28, 199¢. Yonkers
received $240,000 in contractual payments and $2.3 million
in statutory payments based on simulcast handle during
1989. suffolk distributed $1.8 million in surcharge revenue
from Yonkers.

Finger Lakes racing was simulcast into ten branches and
the simulcast theater for 29 NYRA dark days. During the
NYRA Saratoga meet, Finger Lakes was simulcast into the

Suffolk simulcast branches every day except dark days. This



generated handle of §$5 million, a daily average of 89,112
per simulcast branch, an 1increase of 81,521 over 1988.
Finger Lakes simulcast handle increased $2.4 million or
90.8% over 1988, due to the increased number of days of
simulcasting. Under the terms of its agreement with Finger
Lakes, suffolk paid $34,000, or §1,000 per day: in
contractual payments and $204,000 in statutory payments,
pased on simulcast handle during 1989. suffolk distributed
24,000 in surcharge revenue from Finger Lakes.

suffolk OTB also accepted wagers on two out-of-state
race tracks. The Racing Law authorized OTB corporations to
accept wagers on out-of-state thoroughbred race tracks, when
the nén-profit racing association (NYRA) is not conducting
racing. in addition, 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

wagers. During 1989, suffolk OTB accepted wagers on s1iX
out-of—state tracks on NYRA dark days. Total hahdle for
these dark day tracks was $3.5 million. Wagering was also

conducted on 13 thoroughbred races of special interest and
two harness races of special interest. The series of races
known as the Breeders' Cup (thoroughbred) and Breeders'
Ccrown (harness) were each designated by law as one race of
special interest. suffolk OTB's handle totaled $1.9 million
for the 15 special events. all out-of-state wagering
amounted to $5.4 million for suffolk OTB.

The State has granted 1its harness 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
OTB branches. Yonkers Raceway earns a 1.5% 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 and Finance in calendar
Year 1989 reports that Yonkers Raceway received $577,000 and
Finger Lakes Race Track received $30,000 in simulcast tax
credits. Therefore, on a simulcast handle of $44.5 million,
the two race tracks received a total tax credit of $607,000
for simulcasts to Suffolk OTB branches.

In addition to payments made to the tracks for
simulcasting, the corporation has a simulcast vendor who is
responsible for the encoding, uplinking and satellite

transmission of Yonkers simulcasts. This vendor also

facilities. suffolk paid $307,000 in 1989 for this service.
Suffolk has vending machines 1in five telebranches,
which supply hot and cold drinks, candy, snacks, sandwiches
and cakes. Under the contract, Suffolk was paid S$2,500 for
the machines in Bohemia in 1989. The remaining machines
occupy leased space in the branches at a rate which is
approximately $100 per square foot per year. Suffolk
received $20,000 for the Space at the four telebranches.
Since 1987, Suffolk has moved and modernized five
branches, Bohemia, Ronkonkoma, Shirley, West Islip and

Riverhead. All of these branches offer bettors attractive
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vending

surroundings, Wwith television viewing areas,
machines and restrooms.

There is now only one simulcast branch which does not

The corporation has

S

have seating or restrooms, Copiague.
rom the Town of Babylon

been unable to receive permission £

to relocate Copiague.
(screen-activated betting

There are presently 40 SAMs
The corporation is planning

in Suffolk branches.

n to encourage use of the machines.
lable on the use of the SAMs

machines)
At present,

a promotio

there are no statistics avai
indicate that théy' are infrequently

although observations
used.
suffolk, prior to 1989, spent approximately sl million

relocating four simulcast branches, as

on refurbishing and
puring 1989,

trooms to 1its branches.

adding res
erhead and enlarge Tel-A-

well as
444,000 was spent to relocate Riv

guent payments

Race.
suffolk has repaid $4.2 million 1in delin
to Suffolk County, and now finds itself with cash flow
problens. 1t has been negotiating with various banks to
borrow about $2 million, an amount it feels is necessary to
acconplish the rest of its modernization program. The most
ariable rate demand bond,

favorable offer was for a 20-year Vv
Final negotiations are

which will cost approximately 10%

under way.
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TEL-A-RACE - 1989 UPDATE

Suffolk's simulcast theater, called "Tel-A-Race",
opened 1in May 1986. The theater continues to be very
popular. Handle in 1989 totaled $37.3 million, virtually
the same as 1988, though there was a slight increase in the
daily average. The simulcast theater accounts for 18% of
total handle in Suffolk.

NYRA handle in 1989 totaled $25.8 million, or $82,609
per day, compared to §26.3 million or 385,385 per day in
1988. This represents a decrease of $1 million or 3.8% in
total NYRA handle compared to 1988, Thére 1s no obvious
explanation for the decline in handle. Speculation is that
bad weather and short fields at NYRA/Aqueduct during winter
months contributed to the decline. Certainly, observations
at the theater support the view of a very successful
operation.

At Yonke;s, with matinees included, 1989 handle totaled
$10.9 million, or $29,756 per day, compared to $10.2 million
or $28,357 per day in 1988, an increase of 4.9%. Roosevelt
Raceway's handle was included in the total 1988 figure. Most
of Roosevelt's dates were assumed by Yonkers Raceway.

Finger Lakes handle was $569,000 or S$11,386 per day,
compared to $414,000 or S12,162 per day in 1988, a decrease
of 6.4% in daily average. For the first time, Suffolk
simulcast Finger Lakes five days a week during the
NYRA/Saratoga meet, which accounts for the increase in

Finge} Lakes total handle. The balance of handle at Tel-A-



Race was comprised of $98,000 in Monticello handle, plus
out-of-state racing on NYRA dark days and special events.
Admission income 1n 1989 totaled $255,000. This was
comprised of $238,000 in admissions at $5 each, or an
average of 131 people per day; plus 61 annual passes at $150
each, and 101 senior citizen annual passes at $75 each. The

sale of the Daily Racing Form, Sports Eye and "tip" sheets,

together with “Jacket rental, generated $55,000 in additional
income.

In early December, after months of work, an enlarged
Tel-A-Race opened. Space went from 7,000 to 14,000 square
feet. The total number of bet?ing windows increased from 10
to 14. Three 46" TV's were added 1in the theater area,
twenty 25" TV's throughout the area and eight 10" TV's in
the restaurant. There are eight SAMs near the theater and
14 Tiny Tims 1in the bar area. Customers use the SAMs
frequently, but the Tiny Tims are rarely used. The
renovations cost the corporation $218,000.

Davtime attendance and handle at this facility are much
better than during the evening. In an effort to attract new
customers to the theater, suffolk is actively pursuing civic
and fraternal organizations to promote a "Night at the
Races", which will offer admission and dinner at a fixed
price, and perhaps convince people to return on their own.
Roosevelt Raceway, before it closed, featured such a program
and Suffolk hopes to fill the void. There are several

such events booked for the beginning of 1990, and suffolk




isd

continues to look for interested parties, In addition,
special sporting events, mostly boxing have been offered.
The success of these events has been determined by the

quality of the offering.

NASSAU REGIONAL OFF-TRACK BETTING CORPORATION

Nassau Regional Off-Track Betting Corporation consists
of one county, Nassau, on Long Island. Nassau OTB began
and ended 1989 with 2] branches. Nassau 0TB conducted 36
simulcast operations in 1989. Ten branches simulcast
thoroughbred races from the New York Racing Association
(NYRA). Eleven branches simulcast thoroughbred races from
Finger Lakes Race Track. Seven of the branches that
simulcast thoroughbred races also simulcast harness races
from Yonkers Raceway, while one branch simulcast races fram
Yonkers Raceway for three days. Seven branches simulcast
harness races from Monticello Raceway for eight days.

One track, NYRA's Belmont Park, is located in Nassau
County. Within its region, Nassau OTB handles wagers on
the three NYRA tracks (Belmont, Aqueduct, Saratoga) and two
harness tracks (Yonkers, Monticello). Simulcast operations
at Nassau OTB remain limited because of the statutory track
consent regquirements, the close proximity of Nassau OTB's
branches to the local track and to self-serving interests.
With the closing of Roosevelt Raceway in 1988, this problen
for Nassau OTB has eased somewhat.

In 1989, Nassau OTB handled $160.1 million on
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thoroughbred races and §52.4 million on harness races for a
total of $212.5 million, an increase of $8.5 million or 5.6%
over 1988. This total amount accounts for 11.1% of all the
New York State OTB handlé in 1989. Nassau OTB ranks third
in the State in terms of total betting handle. Based on its
total $212.5 million handle for 1989 (as compared to $196.1

million in 1988), Nassau generated the following:

1989 1988
Statutory Payments:
Breeders' Fund ‘ 1,324,879 1,202,982
Tracks (incl. contractual) 12,026,160 11,006,054
Total Operating Expenses 16,944,584 15,462,267
percentage of handle 8% 7.9%
Net Earnings to Own Localities 7,462,982 7,212,535
percentage of Handle 3.5% 3.7%
Surcharge:
To Own Localities ' 5,426,757 5,269,638
To Localities Outside Region 3,468,876 3,033,204

*

of Nassau OTB's 1989 total handle, $118.6 million or
55.8% was wagered at simulcast facilities. Total 1989
simulcast handle for Nasséu was 6118.6 million which 1is
55.8% of total corporate handle. This is an 1increase of
$25.7 million or 27.7% from 1988. The simulcasting of NYRA
races into ten Nassau OTB branches showed a 1989 total
simulcast handle of $83.2 million, an increase of $10.3
million or 14.1% over 1988. The daily average handle for
these simulcast locations was $28,232 per branch, compared
to $27,185 in 1988, an increase of $1,047 or 3.9%. This
accounted for 55.9% of the total NYRA handle at Nassau OTB.

Finger Lakes races were simulcast into 11 branches for
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33 days for the first time since 1986, This generated a
Simulcast handle of $2.3 million, a daily average handle of
$6,466 per branch, an increase of 104.8% over 1986 (the last
time Finger Lakes was simulcast into Nassau branches).
Finger Lakes simulcast handle increased $1.7 million or
289.2% over 1986, This accounted for 54.4% of the total
Finger Lakes handle at Nassau OTB.

The simulcasting of harness races from Yonkers,

simulcast handle of $32.9 million, an increase of §13.3
million or 67.9% over 1988. This accounted for 66.5% of the
total Yonkers handle at Nassau OTB. The daily average handle
for these simulcast locations was $12,898 per branch, as

compared to $12,352 in 1988, an increase of $546 or 4.4%

seven branches in 1989 showed a total simulcast handle of
$142,000, a decrease of $224,000 or 61.3% from 1988. This
accounted for 4.8% of the total Monticello handle at Nassau
CTB. The daily average handle for these simulcast locations
was $2,530 per branch as compared to £4,201 in 1988, a
decrease of $1,671 or 39,.8%,

Nassau OTB also accepted wagers on various out-of-state
race tracks. 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 designate up to 15

thoroughbred ang five harness Faces run outside an OTRB
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region as races of special interest on which OTB may accept
wagers. During 1989, Nassau OTB accepted wagers On seven
out-of-state tracks on NYRA dark days. Total handle for
these dark day tracks was $4.6 million. Wagering was also
conducted on 14 thoroughbred races of special interest and
one harness race of special interest. The series of races
known as the Breeders' Cup (thoroughbred) and Breeders'
Crown (harness) were each designated by law as one race of
special interest. Nassau OTB's handle totaled $2.4 million
for the 15 special events. All out-of-state wagering
amounted to S$7 nillion for Nassau OTB.

Nassau OTB's contract with NYRA during the period
January 1, 1989 through and including June 30, 1990,
obligated them to pay 6.5% of the daily net NYRA handle at
a}l OTB simulcast branches. Based on this contract, Nassau
oTB paid NYRA $1.2 million in simulcast contractual payments
and $4.2 million 1in statutory payments based on simulcast
handle for the ten branches. Nassau 0TB distributed a total
of 7.7 million in surcharge revenue on NYRA.

Nassau OTB negotiated a contract with Finger Lakes Race
Track to simulcast the entire Finger Lakes card for each
Tuesday commencing August 1, 1989. The agreement called for
statutory payments, plus $1,000 per week 1n simulcast fees
regardless of the number of simulcast branches. on this
basis, Nassau OTB paid. Finger Lakes $75,000 in statutory
payments based on simulcast handle and $17,000 in

contractual payments. Surcharge payments on total Finger
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Lakes handle in 1989 was $31,000,.

Nassau OTB has no written contract with Yonkers
Raceway. However, compensation is based upon a minimum
pPayment of $300 a day with an additional 0.5% above the
statutory rate for all wagers placed after 7 pP.m. up to
$90,000 a day. The percentage increases as the handle
increases. As a result of this ascending scale agreement,

Nassau OTB paid Yonkers Raceway $166,000 in simulcast

on Yonkers wagers.,

Nassau OTB's agreement with Monticello Raceway called
for no simulcast contractual payments. Nassau OTB paid
$12,000 to Monticello in statutory payments based on
simulcast handle for the eight days of simulcasting. Nassauy
OTB distributed $59,000 in total surcharge revenue on
Monticello wagers during 1989,

Nassau OTB's simulcast vendor was paid a total of
$288,000 in 1989 for providing the simulcast signal and
other services.

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 1.5% tax credit on
simulcast handle, while Finger Lakes Race Track and all

other harness tracks earn a 1% credit on simulcast handle.
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The State Department of Taxation and Finance reports that,
for the calendar year 1989, Yonkers received $494,000 and
Monticello Raceway received $4,000 1in simulcast tax credits
for simulcasts to Nassau OTB branches. Therefore, on a
simulcast handle of $33 million, the two race tracks
received a total tax credit of $498,000 for simulcasts to
Nassau branches.

Nassau OTB's commitment to screen activated machines
(SAMs) 1is continuing to progress at a steady pace. At the
close of 1989, 15 branches had approximately 166 SAMs as
compared to the close of 1988 when 14 branches had
approximately 150 of these machines. |

In 1989, Nassau OTB continued its restructuring
program, begun in 1988, which included the opening, closing
and relocation of various branches. 1In 1989, the Hicksville
branch was relocated. The corporation spent $286,000 1in
vendor costs for construction, $65,000 1in labor costs and
$6,000 1in advertising and promotional costs for this
simulcast branch.

A new concept, conceived Dby corporate _management in
1987, designed 1n 1988, became a reality in 1989. Nassau
OTB has installed video display screen units, called "Tiny
Tims" in the Hicksville branch. The Tiny Tim operates as a
direct telephone line into the telephone petting facility
located at Suffolk OTB headquarters. The video screen
displays updated racing information, such as current odds,

late scratches, jockey changes and race profilgs. A patron
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must have either a daily or a regqular telephone betting
account to use a Tiny Tim. No simulcasts are available on
these units. There are currently 12 Tiny Tims in the

Hicksville branch.

NEW YORK CITY OFF-TRACK BETTING CORPORATION

The New York City Off-Track Betting Corporation
(NYCOTB), located entirely within the City of New York, is
comprised of its five counties (New York, Kings, Richmond,
Bronx and Queens). NYCOTB operated 102 branches at the
beginning of 1989 and ended the year with 100 branches. oOne
hundred twenty-nine simulcast operations were conducted
during 1989. Twenty-one branches plus two simulcast
theaters simulcast races from the New York Racing
Association (NYRA) at Aqueduct and Belmont. Thirty-four
branches plus two simulcast theaters handled NYRA's Saratoga
races during the month of August. Twenty-eight branches
plus two simulcast theaters simulcast Finger Lakes on NYRA
dark days. Eleven branches plus two simulcast theaters
displayed evening races from Yonkers. Twenty branches plus
two simulcast theaters displayed matinee races from Yonkers,
and 21 branches plus one simulcast theater displayed races
from 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.
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In 1989, NYCOTB handled $773.2 million on thoroughbred
races and $167.6 million on harness races, for a total of
$940.8 million. This total accounts for 49% of the money
wagered off-track 1in the State. Total corporate handle for
1989 decreased by $62 million, or 6.2% from 1988. NYCOTB
ranks first in the State in terms of total betting handle.
Based on its total $940.8 million handle for 1983 (as
compared to $S1 billion in 1988), NYCOTB generated the

following:

1989 1988
Statutory Payments:
N.Y. State 13,870,936 $14,844,771
Breeders' Fund 55,542,113 5,856,496
Tracks (incl. contractual) 48,416,930 52,194,927
Total Operating Expenses : 107,449,353 105,445,649
percentage of handle 11.4% 10.5%
Net Earnings to Own Localities 4,679,764 12,723,979
Percentage of Handle 0.5% 1.3%
Surcharge:
To Own Localities 28,511,444 30,473,982
To Localities Outside Region 8,068,263 8,585,308

The total 1989 simulcast handle for NYCOTB was $363.2
million, which 1is 38.6% of total corporate handle. This 1s
a decrease of §$21.2 million, or 0.2% from 1988.

The simulcasting of NYRA races into 21 NYCOTB branches
and two simulcast theaters (plus 13 more branches during the
four week Saratoga meet) showed a 1989 total simulcast
handle of $265.6 million (36.2% of total NYRA sales), a
decrease of $9.3 million, or 3.5% from 1988. The daily
average simulcast handle was $36,146 per branch, a decrease

of $2,210 from 1988.
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The simulcasting of Fingér Lakes races into 28 NYCOTB
branches plus two simulcast theaters for 35 days showed a
1989 total simulcast handle of $10.4 million (44% of total
Finger Lakes sales), an increase of $279,000 or 3% over
1988. The daily average simulcast handle was $10,056 per
branch, a decrease of $37 from 1988,

The evening harness program from Yonkers Raceway into
11 branches plus two simulcast theaters showed a 1989 total
simulcast handle of $78.6 million, an increase of §21.2
million, or 27% over 1988. The daily average simulcast
handle was $19,051 per branch, a decrease of $875 from 1988.

The intermittent matinee harness program from &onkers
into 21 branches plus two simulcast theéters showed a 1989
total simulcast handle of $8.8 million, an increase of $3.4
million, or 38.4% over 1988, The daily average sihulcast
handle was $8,440 per branch, a decrease of $606 from 1988.

Therefore on a total Yonkers handle of §152 million,
$87.4 million (57.5%) was simulcast handle.

The simulcasting of matinee harness races from
Monticello Raceway into 21 branches plus one simulcast
theater showed a 1989 simulcast handle of $203,000; the
simulcasting of evening harness races from Monticello
Raceway into 11 branches Plus two simulcast theaters showed
a 1989 simulcast handle of $5%37,000. The combined matinee
and evening simulcast handle was $740,000, (or 5.1% of total
Monticello sales). This is a decrease of $460,000 or 38%

from 1988, The daily average simulcast handle was $4,058
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per branch for matinees, and $5,164 for evening. The
combined daily average simulcast handle was 54,805 per
branch.

NYCOTB also accepted wagers on various out-of-state
race tracks. 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 designate up to 15
thoroughbred and five harness races run outside an OTB
region as races of special interest, on which OTB may accept
wagers. puring 1989, NYCOTB accepted wééers on seven out-
of -state tracks on NYRA dark dayse Total handle for these

" dark day tracks was '§27.5 million. Wagerling Wwas also
conducted on 12 thoroughbred races of special interest and
two harness races of special interest. The series of races
known as the Breeders' Cup (thoroughbred{ and Breeders'
Crown (harness) were each designated by law as one race of
special interest. NYCOTB's handle totaled $11.4 nillion for
the 14 special events. All out-of-state wagering amounted
to $38.9 million for NYCOTB.

NYCOTB's contract with NYRA which expires on June 30,
1990, provides that NYRA receives simulcast contractual
payments based on a comparison of current handle against a
borough base from calendar Yyear 1984. pPayments are a
straight 4% of this daily incremental simulcast net handle.
The simulcast theaters pay 6.5% inclusive of statutory

comm1ssions oOn NYRA's daily net handle. Based on this
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contract, NYCOTB paid NYRA $980,000 for 1989 simulcast
prograns. Statutory payments based on simulcast handle
were $13.8 million for 1989, Surcharge revenue of 528
million on NYRA races was distributed by NYCOTB.

NYCOTB paid Finger Lakes $68,000 in simulcast
contractual payments and $290,000 in statutory payments
based on simulcast handle for 1989, Surcharge revenue of
$945,000 on Finger Lakes races was distributed by NYCOTB.

Under the five-year contract with 'Yonkers Raceway
(expiring June, 1990), NYCOTB has an ascending scale
arrangement whereby wagers placed aftér 7 p.m. are
calculated on a percentage of a predetermined handle figure.
In no event does NYCOTB Pay Yonkers less than $750. for each
evening of simulcasting, excluding Sundays. As a result of
this agreement, NYCOTB paid Yonkers Raceway $368,000 in
simulcast contractual payments and $4 million in statutory
payments based on simulcast handle for 1989, Surcharge
revenue of $5.4 million on Yonkers races was distributed by
NYCOTB.

NYCOTB paid no simulcast contractual payments to
Monticello for 1989, However, $38,000 was paid in statutory
payments based on simulcast handle for 1989. Surcharge
revenue of $549,000 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
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OTB branches. Yonkers Raceway earns a 1.5% tax credit on
simulcast handle, while the remaining harness tracks and
Finger Lakes Race Track earn a 1% credit: on simulcast
handle. The State pDepartment of Taxation and Finance
reports that for the calendar year 1989 Yonkers received $1
million, Monticello received $6,600 and Finger Lakes
received $49,000 in simulcast tax credits. Therefore, on a
simulcast handle of $80.5 million, the various race tracks
received a total tax credit of $1.1 million for simulcasts
to NYCOTB branches.

The simulcast vendors for both thoroughbred and harness
programs'were paid a total of $900,000 in. 1989.

Income from vending machines in five branches generated
$3,700; program sales amounted to 104,000, with net
revenues‘amountinq to $5,000.

on August 8, 1989, a new branch opened with a 25 year
lease on williamsbridge Road, The Bronx. 1t replaced two
nearby small branches. This facility was intended to be an
enhanced telebranch. However, NYCOTB's contract with NYRA
does not provide for NYRA simulcasts to this new facility.
A temporary solution was agreed to on October 28, 1989. NYRA
races were permitted to be simulcast on the first floor
only, without any patron amenities. A final resolution to
allow simulcasting for the enhanced facility (upstairs
portion) was postponed until a new contract 1is negotiated.
NYCOTB would like to offer a number of patron amenities,

including an elevator, comfortable seats, counter-type food
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service and a bar.
A new facility known as "The Winner's Circle" was

opened on December 4, 1989, on Hylan Boulevard, staten

Island. This replaced an existing branch in the same
shopping mall. Bar and restaurant facilities await
appropriate licensing. An attractive two-story modern

facility, the "Winner's Circle" has been leased by NYCOTB
for ten years. It consists of two distinct sections. One is
a4 traditional OTB simulcast branch. The other is scheduled
to be an enhanced telebranch, which will have seating for 48
persons on the dining level, and theater-type seating for
;02 persons on the ground floor.

NYCOTB, pursuant to Chapter 772 of the Laws of 1989,
applied for permission to charge a $2.00 admission fee at
this proposed enhanced telebranch. The Board approved the
aémission fee only at such time as the full food and
beverage service (including alcohol) 1s available to the
betting public. NYCOTB is seeking judicial review of the
Board's determination in Supreme Court, New York County.,

The Board adopted a rule requiring restroons in every
off-track betting facility unless good cause satisfactory to
the Board could be shown. NYCOTB's policy requires the
installation of restrooms at all new facilities. By the end
of 1989, there were five locations which had restrooms: the
two simulcast theaters, the two new telebranches and the
branch at 158 wWest 29th Street, Manhattan, which opened in

January 1989,
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NYCOTB intends to file a proposal with the Board,
outlining plans to comply with the rule in the remaining
branches. It 1s probablevthat NYCOTB will regquest waivers
for a number of existing branches where space constrictions
would make 1it extremely difficult to comply with the rule.

NYCOTB intends to continue taking advantage of more
stable business conditions created by long-term simulcast
contracts. It will continue to consolidate branches into
more modern, efficient and streamlined operations.

In addition to construction of new telebranches 1in
Manhattan, the Bronx and Staten Island, management intends
to scrutinize costs and take advantage of any changes in
legislation which will enhance its ability to generate
revenue.

NYCOTB continues to seek legislative changes lifting
restraints on the number and location of telebranches and
simulcast theaters permitted by law. It will continue
discussions with NYRA concerning simulcasts to specific
areas of Queens and Brooklyn, the two most populous
boroughs, and explore the possibilty of legislation which
would legalize betting on professional team sports. NYCOTB
expects to see further streamlining of branch operations and

growth of simulcast wagering 1n 1990.




NYCOTB'S INSIDE TRACK - 1989 UPDATE

NYCOTB's first simulcast theater, called the "Inside
Track", continued to be profitable in 1989, This facility,
located at 1011 Second Avenue, in mid-Manhattan, has seating
for approximately 150 people. It offers full restaurant
service including alcoholic beverages. The 5% surcharge on
winning bets on in-state simulcast races is not applicable
at this facility. A S5 admission fee is charged.

During 1989, total handle was $42.4 million, a $1.5
million decrease or 3.5% below 1988. This is still the
highest of any facility in New York City. The daily average
thoroughbred handle was $90,088, and the daily average
harness handle was $36,679. Total paid attendance for 1989
was 60,200. Per capita wagering was $777 for thoroughbred
and $560 for harness. Total per capita wagering was S$706
for the Inside Track.

Revenue generated from the Inside Track amounted to
$3.4 million to the racing industry, $574,000 to the State
of New York andg $1.9 million to New York City. Total
revenue from all 1989 admissions was $301,000, of which
$12,000 was paid in State admission taxes. Total revenue
from all concession operations for 1989 at the Inside Track
amounted to $129,000.

NYCOTB'S SELEcCT CLUB - 1989 UPDATE

NYCOTB's second simulcast theater, called "Skyward -

The Select Club", is located at 165 wWater Street in lower

Manhattan'sg financial district. It accommodates 350
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patrons. Alcoholic beverages and full restaurant service
are available 1in a modern attractive setting. Track prices
are paid on in-state simulcast races. A $5 admission fee is
charged. Operating for its second full year, this facility
fulfilled expectations for handle and attendance. Total
simulcast handle in 1989 was $33 million, oOF $2.9 million
(8.8%) over 1988. The daily average thoroughbred handle was
80,150, a decrease of $599 from 1988, and the daily average
harness handle was $17,838, an increase of S$2,466 over 1988.
Total paid attendance for 1989 was 50,000. per capita
wagering was s675 for thoroughbred races and $482 for
harness races. Total per capita wagering was $633.
Revenuevgenerated from the Select Cclub amounted to $2.5
million to the racing indusﬁry, $448,000 to the Staté of New
York and $1.2 million to New York City. Total revenue
from 1989 admissions was 250,000, of which 511,000 was paid
in State admission taxes. Total revenue from all concession

operations at the Select Club amounted to $120,000 1in 1989.

TRACK TO TRACK SIMULCASTING WITHIN NEW YORHK STATE

NEw YORK RACING ASSOCIATION (NYRA) - SARATOGA TO AQUEDUCT

NYRA's 1989 Saratoga thoroughbred meet covered a 24-day
period between august 2 and august 28, 1989. The 1989 total
attendance for the simulcast dates at Agqueduct was 160,298
as compared to the 1988 total attendance of 162,614, a
decrease of 2,316 or 1.5%. The total simulcast handle was

$29.1 million as compared to §28.8 million in 1988, an
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increase of $0.3 million or 1%, During thjs period, daily
average attendance was 6,679 per day (6,776 in 1988) and
daily average handle was $1.2 million, identical to 1988,
resulting in 3 $181 daily average per capita betting (5186
in 1988), During this period, Saratoga Race Track's on~-track
handle was $85.1 million, an increase of g2 million over the
corresponding perjod in 1988, while the total on-track
attendance increased 54,000, resulting in 3 daily average of

$3.5 million and 30,281 respectively. NYRA attributes these

NYRA'S gross Pari-mutue] revenue was 55.3 million from
the Saratoga to Aqueduct simulcast ang $237,000 " from
admissions, concessions ang newsstand sales, The State of
New York received $816,000 in tax revenue, g3g compared to
$803,000 in 1988, the Thoroughbred Breeding ang Development
Fund receiveg $145,000 Compared to $144,000 in 1988, NYRA's
horsemen received (as accrued purse obligations) $1.1
million, an amount identical to 1988. Since simulcasting
was from one facility of this franchised racing association
to another of its track facilities, no centractual agreement
was required,

In 1989, NYRA's ‘"profit" from simulcasting from
Saratoga to Agueduct wasg $2 million. 1p 1985, a statutory
amendment directed that simulcast Profits be retained by
NYRA rather than the New York State Thoroughbred Racing
Capital Investment Fund. as 3 result, the simulcast profit,

$2 million, jis included in any other profit NYRA made during
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1989, and 1S thereby subject to the State's franchise tax on
NYRA.

TRACK TO TRACK SIMULCASTING: NYRA TO FINGER LAKES RACE TRACK

Finger Lakes conducted simulcasting on NYRA races for
88 days during the periods January 1 through March 23, and
December 6 through pecember 31, 1989. Finger Lakes Race
Track had an agreement with its horsemen's association in
1989 to pay their purse account 1% from simulcasting.
simulcasting on NYRA races Was permitted until the
commencement of the racing season. Finger Lakes horsemen
received (as accrued purse obligations) $69,000 compared to
586,500 in 1988.

As a result, the 1989 total attendance was 35,514 (88
days) compared to 40,811 (99 days) 1in 1988, a decrease of
5,297 or 12.9%. paily average attendance was 404 per day
(412 in 1988), a 2% decrease. The d;ily average handle was
$66,971 (87,321 1in 1988), a 23,3% decrease. Daily average
per capita betting dropped to s166 from §212 1in 1988. The
total simulcast handle in 1989 was $5.9 million as compared
to $8.6 million in 1988, a decrease of 52f7 million or
33.4%. |

From simulcast handle, Finger Lakes retained $499,000
and earned 26,000 1in ancillary 3income from admissions,
concessions, parking, etc. New York State received $126,000
in tax revenue, and the Thoroughbred Breeding and
pDevelopment Fund received $23,000. NYRA received $429,500

pursuant to a contract which provided that Finger Lakes pay
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7.5% of the simulcast handle under $3,5 million and 7s on
anything over that amount., NYRA provided the uplink ang
transmission of the simulcast signal, while Finger Lakes was
responsible for the transmission of wagering data to NYRA,
The contract expires on June 30, 1990.

Batavia Downs received §21,500 Pursuant to 3 consent
agreement with Finger Lakes Race Track. That agreement
Provided Finger Lakes would Pay 1.5% of the total NYRA
simulcasting handle to Batavia Downs.

Finger Lakes reported a net profit of $85,000 from

NYRA's simulcast.

TRACK TO TRACK SIMULCASTING: NYRA TO SARATOGA RACEwAY

Saratoga Raceway conducted 282 days of simulcasting
NYRA races during 1989, compared to 284 days in 1988. The
1989 total attendance<§as 145,932 compared to 131,564 in
1988, an iﬁcrease of 14,368 or 9.8%. The 1989 tota]
simulcast handle was S518.9 million compared to $17.4 million
in 1988, an.increase of $1.5 million or 8.6%. Daily average
attendance rose from 463 in 1988 to 517 in 1989, The daily

average handle was $66,963 (s61,290 in 1988). Daily average

decreased 25,138 in 1989, Comparisons of the on-track
harness dates show a daily average decline in attendance of
66, or a 3,4% decrease from 1988, and a decline in daily

average handle of $13,757, an 8.6% decrease.
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gsaratoga Raceway retained S$1.7 million from its 1989
simulcasting of NYRA races, in addition to 167,000 1n
admissions and programs. Tax revenue to the State of New
York was 260,000, and the Thoroughbred Breeding and
Development Fand received $94,000. NYRA received $1.3
million pursuant to a contract which provided that Saratoga
Raceway pay NYRA 7% of the first $10 million in handle and
7.5% on anything over that amount. This contract expires on
June 30, 1990.

pursuant to a verbal agreement, Saratoga Raceway's
horsemen received 1% of NYRA simulcast handle at Saratoga
for days when there was on-track harness racing. If there
was no harness racing on simulcast days, horsemen did not
receive any Purse accruals. Ssaratoga Raceway's horsemen
recetved (as accrued purse obligations) the sum of
117,000 in 1989 from NYRA's track to track simulcasts.

The Board estimates that saratoga Raceway's profit from

NYRA simulcasts was approximately Sl.ZEmillion.

TRACK TO TRACK SIMULCASTING: NYRA TO YONKERS RACEWAY

vyonkers Raceway conducted 306 days of simulcasting NYRA
races during 1989, compared to 298 days 1in 1988. The 1989
total attendance was 607,000, compared to the prior year's
attendance of 569,000. The 1989 total simulcast handle was
$105.8 million compared to $99.8 million 1in 1988, an
increase of $6 million or 6%. Daily average attendance rose

from 1,910 1in 1988 to 1,984 1in 1989, an increase of 3.8%.
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Daily average simulcast handle rose from $335,108 in 1988 to
$335,662 in 1989, an increase of $554 or 0.2%.

From the simulcast handle, Yonkers Raceway retained
$8.9 million and earned $845,000 in ancillary income from
admissions, concessions and pPrograms. New York State
received $1.9 million in tax revenue, and the Thoroughbred
Breeding and Development Fund received $529,000. NYRA
received $7.9 million pursuant to a contract which provided
that Yonkers Raceway pay NYRA 7.5% of the total simulcast
handle. NYRA provided the uplink and transmission of the
simulcast signal, while Yonkers Raceway was responsible for
the transmission of wagering data to NYRA. This contract
expired on January 30, 1990,

Pursuant to a contractual agreement, Yonkers Raceway
pPaid its horsemen 50% of the net‘revenue from wagering on
NYRA races when there was on-track harness racing. Yonkers'
horsemen received the sum of $1.9 million (as accrued purse
obligations) in 1989 from NYRA's track to track simulcasts.
Yonkers Raceway reported a net income of $3.5 million from

the simulcast of NYRA races.

TRACK TO TRACK SIMULCASTING: NYRA TO VERNON DOWNS

Vernon Downs conducted 138 days of simulcasting NYRA
races from January 4 through May 8, and November 15 through
December 31, 1989, This was the first Year Vernon Downs
accepted the NYRA simulcast. The 1989 total attendance was
21,675 for a daily average of 157, The total simulcast

handle was 2.1 million for a daily average of $25,590.

- 149 -



Daily average per capita betting was $99 in 1989. On-track
handle decreased $0.3 million and attendance decreased
17,107 in 1989. Comparisons of the on-track harness dates
show a daily average decline in attendance of 181, a 4.8%
decrease from 1988, and a decline 1in daily average handle of
$8,479, a 4.1% decline.

Vernon Downs retained $191,000 from 1its 1989
simulcasting of NYRA, and earned $21,000 in ancillary income
from admissions, concessions and programs. Tax revenue to
the State of New york was $32,000 and the Thoroughbred
Breeding and pevelopment Fund receivéd‘ $11,000. NYRA
received $160,000 pursuant to a contract which provided that
vVernon Downs pay NYRA 7.5% of the simulcast handle. This
contract expires on april 2, 1990.

pursuant to a verbal agreement, Vernon Downs' horsemen
receive 50% of the net profit retained by the track. Vernon
Downs' horsemen received $750 (as accrued purse obligations)
in 1989 from NYRA's track to track simulcast.

Vernon Downs' profit pefore general administrative

costs and taxes was §750.

TRACK TO TRACK SIMULCASTING: | YONKERS_RACEWAY_TO VERNON DOWNS

The first track to track harness simulcast took place
petween Yonkers Raceway and Vernon Downs from November 15
through December 30, 1989. Vernon powns conducted 44 days
of simulcasting Yonkers races during this period. The

total attendance was 3,658 and total handle was $440,000.
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Daily average attendance was 83 and daily average handle was
$10,000, Daily average per capita betting was $120.

This simulcast was conducted when Vernon Downs wasn't
racing. Yonkers horsemen received 511,000 (as accrued purse
obligations), which was half of Yonkers 5% contractual share
of the handle. Vernon Downs' horsemen received $2,470,
which was half of Vernon Downs' profit from the Yonkers

Simulcast.

CATSKILL OTB - YONKERS RACEWAY DISPUTE

On February 3, 1989, the Board, 'by an Emergency
Suspension and Notice of Hearing order, suspended the
simulcast facility license of Yonkers Racing Corporation
(Yonkers), effective February 6, 1989, Such suspension was
based upon Catskill Regional Off-Track Betting Corporation's
(Catskill) withdrawal of its written consent, which isg
statutorily required for the transmission of simulcast
signalS to Yonkers Racewayv,

Section 1003 of the Racing Law provides that any racing
association or corporation Oor regional off-track betting
corporation must submit a "Plan of Operation" to the Board
for review and approval to obtain a simulcast license to
operate a simulecast facility, The written consents of New
York City Off-Track Betting Corporation and Catskill along
with other pertinent data were required to be submitted by
Yonkers in its Plan of Operation for the simulcast of races

from the New York Racing Association (NYRA) tracks to
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Yonkers.

Section 1007(5) of the Racing Law, provides, in
pertinent part, that:

", ..simulcast transmissions 1into a receiving
harness track located in Westchester County
shall require the written consent of the New
York City Off-Track Betting Corporation and
the Catskill Regional off-Track Betting
Corporation.” (emphasis added).

Oon March 5, 1986, after prolonged negotiations between
Yonkers and Catskill during which each submitted various
drafts and amendments, an agreement was signed describing
the rights and obligations of the parties. It contained the
consent of Catskill permitting vonkers to receive the
simulcasting of races from the NYRA tracké. The agreement
provided that it would expire on January 30, 1990,
approximately five months prior to the statutory termination
date of the current simulcast experiment. The agreement
also provided, 1in paragraph seventh as follows:

" ..however, that after August 1, 1988, either party may
cancel this agreement upon six months written notice to the
other party."

Thereafter, 1in a letter dated August 3, 1988, Catskill
notified Yonkers by certified mail that it cancelled the
agreement effective six months after Yonkers received
catskill's notice. In a letter dated January 11, 1989,
catskill notified the Board that it had given Yonkers the
requisite six months notice on August 3, 1988 cancelling its
consent and terminating the agreement.

Oon February 3, 1989, the Board, pursuant to Section




1004(3) of the Racing Law, issued the emergency suspension
of Yonkers simulcast license, effective February 6, 1989 and
provided for a hearing to be conducted on February 22, 1989,

Hearings in this matter were held at the offices of the
Board on February 22, 1989 and March 7, 1989 before Victor
A, Cocozziello as Hearing Officer. The Board was
represented by Steven H. Richman, Esq., cCatskill by
Fabricant, Lipman & Stern, Esgs., Mark A. Stern, Esqg., of
Counsel and Yonkers by Bleakley & Schmidt, Esgs., Frederick
J. Martin, Esqg., of Counsel.

At the hearings, testimony was adduced and various
documents were marked for identification and introduced into
evidence as exhibits for the Board, for Yonkers and for
Catskill. |

Yonkers, through its counsel, argued that substantial
economic loss, demands by Catskill for additional daily
compensation, Catskill's failure to provide - evidence of
loss, contract interpretation and legislative intent all
supported 1its contention that Catskill be prevented from
withdrawing its consent.

Counsel for the Board stated that the'only guestion
before the Board concerned the interpretation of a specific
clause relating to consent in the agreement; that it was on
this basis, among other requisites, that the Board issued
the simulcast facility license to Yonkers; that Catskill has
demonstrated that it has effectively cancelled the agreement

as of February 6, 1989 and that no evidence was submitted by



Yonkers during the course of the hearing to rebut the
validity of such cancellation.

In his closing statement ' Catskill's attorney
reiterated that either party was entitled to cancel the
agreement by giving six months notice to the other party and
that such was the understanding of Timothy Rooney, President
of Yonkers Raceway; that Mr. Rooney acknowledged that
Yonkers had received the requisite six months notice by
certified mail, that the argument by Yonkers relating to
legislative intent and economic impact was not relevant and
that the sole issue was whether the agreement had been
terminated in accordance with paragraph Seventh.

Three principal guestions were raised at this hearing:

o Did Catskill have the right, pursuant to paragraph

seventh of the March 5, 1986 agreement, to
unilaterally c;ancel the agreement, ‘provided
proper and timely notice 1s given?

o If Catskill had the right of cancellation and

effectively exercised such right, did its action
have the effect of Catskill withdrawing its consent
to the simulcasting of the NYRA races to Yonkers?

o If cancellation of the agreement had the effect

of withdrawing Catskill's consent to the

simulcasting arrangements, did the Board act
properl y in suspending the simulcast license
issued to Yonkers effective February 6, 19897

The Hearaing Officer concluded that the answers to the
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above questions were all "yes",
In his report, the Hearing Officer found that the
Parties represented by counsel negotiated the terms of the

agreement. These terms dealt with, not only the consent of

but also other matters such as the rates chargeable by
Yonkers for the simulcasting of its races to Catskill's
branches. No evidence was adduced at the hearing that the
parties were prevented from including an economic impact or
irrevocability provision in the agreement, or even their
understanding of legislative intent. Ins£ead, the parties
agreed that the only condition relating to the cancellation
of the agreement was the provision for six months notice.
It is clear that the exercise of cancellation was, pursuant
to the terms of the agreement, available to both parties.
The evidence furthe; revealed that Catskill exercised the
cancellation clause in accordance with the Provisions of the
March 53, 1986 agreement .,

On  September 13, 1989, the Board affirmed the

recommendation of the Hearing Officer and made the following

findings:

0 The simulcast facility license issued to Yonkers was
based upon the consent of Catskill, as required by

Section 1003 of the Racing Law.



o Catskill elected to cancel the agreement by notice by
certified mail, received by Yonkers on August 3,
1988.

o The Board, 1in the absence of such consent as part of
the Plan of Operation, must terminate the simulcast
facility license held by Yonkers.

o On February 3. 1989, the Board properly and validly.
within the scope of its authority, suspended the
simulcast facility license of Yonkers, effective
February 6, 1989.

Accordingly, the poard affirmed the recommendation of
the Hearing Officer and revoked the simulcast facility
license of Yonkers Racing Corporation effective September
24, 1989. That order of the Board was appealed by Yonkers
under the provisions of Article 78 of the Ccivil Practice Law
and Rules.\ The matter 1S NOW before the Appellate
Division, First Department. A stay of the Board's
revocation of vyonkers' simulcast faéility license remains 1in
effect.

on March 2, 1990, the Appellate Divison of New York
State Supreme Court, First Department heard arguments in
this proceeding. In addition to the 1ssues raised by the
parties (i.e., Board exceeded 1its authority) the qguestion
of "mootness" arose. As discussed below, the contractual
agreement upon which this dispute is based expired by its

own terms on January 30, 1990. As such, the meaning and
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effect of the consent provision that has been the subject
of this litigation has been admitted by all parties to be
moot. A decision of the Appellate Division in this matter
1s anticipated in the late spring of 199¢,

In addition to the Board proceedings, multiple civil
actions were commenced by Yonkers (against Catskill OTB in
Westchester County); NYRA (against Catskill and Yonkers in
Queens County); and Catskill (against NYRA in Rockland
County). These various Supreme Court actions were
consolidated before Justice Gerard E. Delaney in Supreme
Court, Westchester County,

On April 12, 1989, Justice Delaney decided, as a matter
of law, that Catskill pProperly terminated the March 5, 1986
agreement and that there was no written consent as required
under Section 1007(5) of the Racing Law.

+ Justice Delaney issued 3 temporary restraining order
(TRO) on May 2, 1989 terminating NYRA simulcasts to Yonkers.,
That order was stayed by ﬁhe Appellate Division, Second
Department on May 6, 1989, following a two day cessation of
NYRA simulcasts to Yonkers, Subsequently, the Appellate
Division vacated the May 2, 1989 TRO for lack of a showing
of injury.

On November 23, 1989, Justice Delaney enteregd a
pPreliminary injunction in those proceedings. His order
enjoined Yonkers from conducting simulcasting of NYRA's
races at itsg facility without the written consent of

Catskill. As 4 consequence of this injunction, track to



track simulcasting was not conducted for five days at the
end of November, 1989. On November 28, 1989, the Appellate
pivision, Second pDepartment stayed enforcement of Justice
Delaney's preliminary injunction, pending a full hearing of
the appeal 1n this matter.

As a result of this court order, simulcasting of NYRA
races to Yonkers continued despite the absence of a valid
simulcast facility license through January 1990.

The appeal 1in this proceeding Wwas heard by the
Appellate pivision, second Department, on March 1, 1990. A
decision 1S awaited.

As stated before, each of these  three contracts
(Catskill OTB and Yonkers; Yonkers and NYRA; Catskill and
NYRA) expired on January 30, 1990. puring January. the
Board sought to encourage discussions between the parties in
an effort to resolve the dispute and enable simulcasting
throughout the catskill Regilon (including Yonkers Raceway)
to continue. These efforts were unsuccessful. Therefore,
on January 31, 1990, the simulcasting of NYRA races to both
Yonkers Raceway and 16 licensed simulcast facilities of
catskill ceased. on the next evening, Yonkérs simulcasting

of its harness races to 15 catskill facilities also ceased.

since that date, the Board has continued to monitor
developments. The Board convened a meeting of all involved
parties on February 13, 1990. As a result, some limited
discussions began. However, to date, DO significant
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Progress can be reported in moving towards ga

negotiated
solution by and between the parties.
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SIMULCASTING OF NEW YORK RACES TO OTHER STATES

CONNECTICUT OFF-TRACK BETTING

off-track betting on New York State racing began in the
state of Connecticut on april 29, 1976, at 11 of f-track betting
branches. Agreements were signed withv the New York Racing
Association (NYRA), Yonkers Raceway, Roosevelt Raceway, American
Totalizator (AmTote) and the State of Connecticut. These
agreements were approved by the New York State Racing and
Wagering Board.
on October 20, 1979, the New Haven nTeletrack” began
simulcasting New York races into that facility under terms of
these agreements. The Teletrack, 2 theater-like facility.,
sroes  adihas on, affords seating, fbod service, odds boards,
programs and a dining room. A very large projection screen shows
the racing program, plus backgroundv material OR racing. It
attenpts to simulate the on-track experience. \
anTote purchased an eight acre site in New Haven and
constructed 1ts Teletrack with pafking facilities for 800
vehicles. The Teletrack accommodates approximately 2,300 patrons
at 40 cashssell windows. There 1S seating for 1,800 in the
"grandstand” on the first floor, with 29 windows available. The
second floor 1s the "clubhouse” consisting of the balcony,
seating 200, and the Ala Carte Restaurant, seating 165. The
clubhouse 1s serviced by nine windows. On the third level are
four V.1.P. rooms that accommodate a total of 100 patrons with

two windows.

- 160 -




Patrons view NYRA simulcast races Wednesday through Monday
and Yonkers simulcas* races Monday through Saturday when
available on the 24' x 32° projection screen, as well as on 18
monitors strategically placed throughout the facility.

A concessionaire operates the food and beverage service in
the Teletrack and the fare ranges from hot dogs to full course
meals. Alcoholic beverages are available.

Total handle in the State of Connecticut was $198.8 million
in 1989, The handle for the Teletrack alone was $84.6 million,
while the 14 branch offices and telephone betting had a total
handle of $114.2 million. The yearly average handle per branch
(including telephone betting), was $7.6 million compared with the
vearly average of $7 million at the 269 branches, plus four
simulcast theaters in New York State. New York City OTB
Corporation had a total handle in excess of- $941 million at 100
branches for a vearly average handle of $9.4 million per branch.

AnmTote, 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
maintenance personnel. AmTote paid approximately $468,000 for
transmission fees in 1989, Pursuant to agreements between

Yonkers Raceway and the State of Connecticut, Connecticut pays a
5% commission on regular and multiple wagers and 7% on exotic
wagers. In 1989, Yonkers Raceway received $2 million under this

agreement.
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NYRA has a separate contract with Connecticut, with
different commission rates. In 1989, NYRA received $6.6 million
in commissions from Connecticut.

AmTote receives approximately 4% of the annual Connecticut.
handle. In 1989, the State of Connecticut paid AmTote $8
million. |

Connecticut 6TB has live calls in nine of its 14 branches.
These are located 1in Bridgeport, Meriden, Waterbury, Bristol, New
London, Torrington, Killingly, Norwalk and Norwich.

on New York dark days, Connecticut accepts wagers oOn races
run in other states. Until 1987, when a dispute between the
horsemen and the met;opolitan area harness tracks disrupted
simulcasting, there was no simulcasting into the Teletrack on a
regular basis except from New York State.

Monticello Raceway simulcast to the State of Connecticut on
one day during 1989. Simulcast h;ndle was $71,000 on that day.
A contractual agreement between both parties, provided that
Connecticut OTB pay Monticello Raceway a 4% commission on régular
and multiple wagers, and 6% on exotic bets. Monticello Raceway's
profit from Connecticut wagering was $3,100, which was evenly
shared between the track and its horsemeh.

During 1989, Connecticut OTB, for the first time, simulcast
thoroughbred races from the Meadowlands, Garden State Park and
Atlantic City Race Tracks into its facility. This resulted in
handle of §7.6 million for the Meadowlands, $6.3 million for
Garden State and S$4.2 million for Atlantic City. Officials at

Connecticut OTB considered New Jersey racing one of "the few




bright lights" during a year in which total handle dropped $4
million. The decline was all at the Teletrack.

Connecticut OTB plans to open a second teletheater in
Windsor Locks on October 1, 1990. This facility will accomodate
1,100 people and will be owned by Connecticut OTB.

Connecticut law currently restricts the Teletrack's
operations to six days a week. This is usually accomplished by
closing on Tuesday in the daytime, and on Sunday night. However,
the days and nights of closing may be changéd to other days as
long as the total does not 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
operation located in Caesars Palace Hotel.

This agreement gave Caesars the exclusive right to the
signal in the State of Nevada and included the right to
disseminate the signal to other locations in Nevada. There are
presently 44 licensed race books receiving the KNYRA signal in
Nevada.

This contract runs through December 31, 1992 and calls for
NYRA to assume all transmission costs. In 1989, cCaesars Palace
paid a fixed fee of §5,833 per day. This is less than the
maximum fee authorized by the State of Nevada. NYRA received
$1.8 million under this agreement 1in 1989, while expending
$286,000 in transmission costs.

In 1989, there was no simulcasting of New York harness

races to the State of Nevada.
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SPECIAL EVENTS

On numerous occasions, New York stakes and feature races
are simulcast to various out-of-state tracks. fhese simulcasts
are the subject of specially negotiated agreements, approved by
the Board on a case by case basis. These agreements must comply
with the provisions of the federal Interstate Horseracing Act of
1978 (15 U.S.C. Section 3001).

NYRA simulcast selected races during 1989 to 78 out-of-
state tracks. The guest or receiving track pays all charges to
receive the race and pays NYRA 50% of its retained commission of
the total pari-mutuel handle on that race. The total handle was
53.5 million, of which $3 million was paid to NYRA.  The
horsemen were paid $2 million (as accrued purse obligations) and
the New york State Thoroughbred Racing Capital Investment Fund
received \Sl million. Similarly, Yonkers Raceway simulcast a few
of its feature races to 15 out-of-state tracks. The handle on
these races was S$1.2 million of which $29,000 was paid to the
track and 1its horsemen respectively. additionally, in November
1988, there was a technical amendment to Section 1084(b) of Title
18 of the United States Code, which expanded the definition of
permissible areas for the transmission of wagering information to
include foreign countries. As such, NYRA entered into an
agreement with caliente Race Track and five affiliated Mexican
race books to simulcast NYRA races daily beginning in late
January 1989. Caliente Race Track agreed to pay NYRA $1,200 per

day for & total of $329,000 in 1989.
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Also, NYRA began simulcasting selected graded stakes to
nine Canadian race tracks during 1989, Total handle on those
races was $3.3 million of which NYRA received $145,500. The
horsemen were paid $73,000 (as accrued purse obligations) and the
New York State Thoroughbred Racing Capital Investment Fund did

not receive any money from international simulcasting.



INTERFACING OF OTB WAGERS WITH TRACKS

By law, all off-track betting wagers must be combined with
comparable on-track wagers to constitute a single statewide pool
for in-state races. without this requirement, pari-mutuel
wagering off-track would result in differing pay-off prices on
the same winning selections. Among the six OTB corporations and
nine potential simulcast tracks there could be up to 15 various
pay-off prices throughout the State on each pari-mutuel pool in
each race. Legislative policy directs uniform statewide pay-off
prices and to make this possible, all on-track and off-track
wagering pools are required to be combined through a process
called "interfacing”.

Each track in the State maintains a sepérate computer system
to issue and record wagers made at the track. (The actual
betting system 1is maintained and operated by specialized vendors,
and at present, one vendor, Autotote, has three track operators,
while anéther vendor, Amtote, has the other six tracks.)

in addition to the tracks' systems, off-track betting 1s
conducted by separate off-track wagering systems. Nassau and
suffolk OTB regions share one system (under contract to
Autotote), New York City and the Catskill OTB regions share
another systen (under contract with Amtote) and Capital and
Western OTB regions' computers are headgquartered in Schenectady
(under contracts with Control Data Corporation).

Through 1984, in order to accomplish the necessary
interfacing to conbine off-track and on-track wagers, complicated

and cumbersome technigues were employed. In general, New York
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City OTB acted as the agent to gather all off-track bets together
(through yet another separate computer system). After it had

gathered all the OTB systems (which took from four to six minutes

for regular and multiple pools, longer for exotic pools), it then -

transmitted the consolidated OTB data to the applicable track
(another two minutes). As a result, substantial last minute
betting time was lost at OTB branches. (In some locations,
regular and multiple wagering was stopped from seven to ten
minutes before the race.) These delays were barely tolerable for
regular non-simulcast OTB betting. They were especially
detrimental for simulcasting since they took éway 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 vyears technological advances have made
dramatic improvements in the interfacing procedures. Through a
new process the three separate OTB computer systems no longer
have to feed into New York City OTB's svstenm to be sent to the
metropolitan tracks (Agueduct, Belmont, Saratoga, and Yonkers).
Now each of the three OTB systems sends its data directly into
these tracks, virtually simultaneously, and is able to offer OTB
regular betting pools up until almost 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
corporations can now similarly interface with the upstate tracks,

such as Finger Lakes.
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Delay in effecting OTB pay-offs also has been substantially
eliminated. While off-track pay-off prices are pegged to on-

track prices, the OTB's, except at simulcast theaters, must

deduct the statutory surcharge and enter the prices in 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.e., 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 delay 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 15 second delay,
put the display of current daily double, exacta and guinella odds
is still inadequate.

The study by the LegislatiVe Commission on Science and
Technology has addressed these problems and " offered
recommendations, which hopefully will be followed up by the
industry.

INTERFACE TECHNIQUES AMONG TRACKS

The problem of connecting different pari-nutuel on-track
systems has been a matter of some concern in implementing track
to track simulcasting. The law requires that all bets be
combined at the sending track to assure uniform odds and uniform
winning pay-off prices statewide. Because the receiving tracks
want to offer their bettors the opportunity to view current odds
and to place their bets up to the very last second before the

race starts, the tracks that receive simulcasts on a regular
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basis do not utilize their own on-track pari-mutuel systems.
Instead, the computer vendor at the NYRa tracks ("Autotote"),
furnishes these tracks with Autotote ticket issuing machines
which, using computer "modems", are connected directly into the
NYRA computer by telephone.

While no betting information is accumulated at such a track
receiving the NYRA simulcast (the data being recorded solely in
the NYRA track computer) each track is furnished with terminals
from which it can output, at the receiving track, much of the
same information it could produce from its own computers on its
own races., This service by NYRA is included in the contractual
compensation charge to the track for simulcasting.

‘This type of simulcast betting interface protocol is
relafively expensive and vulnerable to telephone line

disruptions.

5

In addition, because special telephone lines are usually
employed which must be contracted for well in advance, and the
terminals used are noved to other locations when not in use at a
receiving track, this method inhibits the occasional
simulcasting of NYRA races by in-state tracks, the use of feature
races from other in-state tracks by NYRA or other tracks, as
well as the statewide interfacing of out-of-state special
thoroughbred or 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 "speak" to each other and easily
transmit their bets from the receiving track's computer systens

to the sending track's system and permit the sending track's
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system to transmit back the odds and prices to the receiving
track's systen for display to the public.

puring 1988 and 1989, some Pprogress toward this goal was
made when several harness tracks attempted to take the Breeders'
Crown series of harness races. Using Batavia Downs as the site
of the statewide interface tracks with the same totalizator
equipment were able to effect a practical interface. However,
Saratoga Raceway, which has a different vendor, discontinued its
simulcasting of those events because of the delays required in
its interfacing with the computers at Ratavia.

presently, Finger Lakes has the ability to take bets on its
own system and transmit the totals to NYRA for the Kentucky
Derby, preakness and Breeders Cup. The display of odds and
prices from NYRA is accomplished over a separate telephone line
using special video egquipment. This methodology appears
satisfactory and, hopefully c;n 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 audiovisual signals in New York
State is accomplished by the following means:

SATELLITE - A television signal is sent from an "earth
station" (uplink) to a specific transponder (channel) on a
designated satellite. The transponder reflects the signal back
to earth in a huge "footprint" pattern, The average footprint
Covers the continental United States as well as parts of Canada,
Mexico and the Caribbean. 0On the 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 to
receive and diéplay the sound and pPicture, all racing television
siénals emanating from within New York State are encoded prior to
‘being beamed to a satellite, The encoded signal contains an
enérypted addréssing 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" eéncryption systen, manufactured by o0ak
Industries was utilized. In early 1985, Board personnel

recovered a stolen decoder that had been adapted in such a manner
that it was constantly addressed. Accordingly, it could be used
to decode any satellite signal that employed the Orion system.
Immediately after the recovery of this "bandit" decoder, the
Board notified the manufacturer, all simulcast vendors and

sending tracks of the security breach. Early in 198s¢,



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
manﬁfacturer, scientific-Atlanta, to fulfill 1its encoder/decoder
needs. Beginning with its Saratoga meet in August, NYRA
encrypted its signal with scientific-Atlanta's "g-Mac" system.
It is interesting to note that immediately after changing to the
B-Mac system, numerous telephone calls were received from around
the country conplaining that the NYRA signal could no longer be
decoded.

NYRA transmits its simulcast signal utilizing an earth
station located 1in the backstretch of Belmont Park. The property
on which the earth station 1s puilt was leased from NYRA by
Cablevision Program Services Company and Cablevision of
Westchester 1n an agreement signed on September 26, 1978, and
amended on October 10, 1978. A second amendment signed on
September 15, 1980, transfers and assigns the above lease to
Atlantic Transport Conpany .

The above agreements permitted the tenant to build a
transmitting and receiving earth station consisting of two 11-
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 Sseptember 15, 1980.

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 converted
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 signal security for the Empire State's racing
Simulcasts,

During 1989, the New York City Police Department's Organized
Crime Control Bureau and Public Morals Division continued
investigations into the unauthorized receipt of racing signals.
Several raids were made, numerous persons arrested and technical
equipment confiscated. These actions were undertaken in
Cooperation with the Investigations Unit of the New York Racing
Association, Inc., and the Board.

Early in 1990, these investigations led to several arrests
at two locations. At these locations (one in Brooklyn and the
other in Queens) "bandit" B-Mac decoders were recovered. These‘
B-Mac decoders enabled the unauthorized sites to display
simulcasts from New York's thoroughbred and harness tracks. A
complete review of signal security and corrective measures are
currently underway.

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 must be
amplified and retransmitted. 1In order to go long distances, this
signal 1is directea over a string of microwave towers until it
reaches its destination.

This method of transmission has certain drawbacks from a

security point of view. Unless the system 1is privately wide
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oval operated, the transmission cannot be encoded. Public
carriers, such as western Union and AT&T (which forward

telephone calls 1in this manner), will not permit the encoding of

transmissions. Therefore, terrestrial microwave signals from New.

York tracks are not encoded, with the exception of NYRA's
microwave feed from Aqueduct to the earth station at Belmont on
their 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
wide oval from the point of transmissioh. Depending on the

height and wattage of the unit, the signal can travel 100 miles
without loss of quality. In New York state, this system. is used
only by Capital OTB 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 as an in-house
svstem for a track to feed 1its monitors via Closed Circuit TV
(CcCTV), or by a local cable company (CATV) to service 1its
subscribers.

New York City OTB (NYCOTB) uses a franchised cable company
to service some locations in Manhattan. NYCOTB and 1its
franchised cable company installed a cable encryption system in
1586. This system, manufactured by Zenith, uses an addressing
system to activate only specific decoders in OTB branches.

During 1987, there were confirmed reports of unauthorized

reception of this signal.
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Capital OTB owns and operates a franchised cable company
that produces TV-12. This station carries the "live call" of
races while the screen displays only odds and prices to cable TV
subscribers as well as other cable companies.,

For one night in November 1989, Tv-12 carried a live
telecast of the entire Saratoga Raceway harness program into
homes and offices throughout the Capital District region via
cable television. 1In addition to showing that night's full card
of harness races, feature presentations such'as interviews with
track personnel, background information and handicapping
commentary were included in the broadcast. This unique
experiment was a joint effort of Capital District Regional dTB
and Saratoga Raceway. It appears to be worthy of.further study
and experimentation.

It is simple and inexpensive to steal the érogramming, if
access can be gained to the cable. Since 1985, when such a
theft was discovered in New Lebanon, New York and successfully
pProsecuted by Board personnel, no other breach of this system has
been detected.

DEDICATED LINE (LAXND LINE) - "Hard line" - system usually

leased from the local telephone company to carry programming from
the source to specific authorized locations. Al]l OTB regions use
this system to some degree.

Security is difficult because the system can be tapped
easily. There have been instances of tampering in the past, but
due to successful prosecutions and the notoriety they received,

there were no reports of this problem in 1988 or 1989,



ADDITIONAL BETTING FROM SIMULCASTING

The major goal of the simulcasting legislation is to
increase betting, resulting 1in increased revenues sufficient to
cover the additional costs to deliver simulcasting, as well as
yielding additional revenues to all parties. It is intended that
these additional revenues more than offset losses resulting from
cannibalization, 1.€. pbusiness shifting from off-track betting
corporations to nearby tracks doing track to track simulcasting
or, from race tracks conducting racing to off-track betting
operations offering simulcasting on those or other races.

Many imponderables arise initially in attempting to
establish what portion of the‘total betting at a location 1s
additional betting due to simulcasting, and what portion is
betting which night regularly occur there or at another location.
Tracks doing simulcasting are receiving bets on this product for
the first time and so the total betting (or pari-mutuel handle)
on simulcast races canl be said to Dbe entirely due to
simulcasting. However, even this betting may be cannibalized
from adjacent off-track betting areas, or from the regular on-
track betting at the track on its own races. Even future betting
at that track could be reduced due to the drain on total
available leisure time betting money from the area population.

Determining the incremental betting from simulcasting at
off-track betting corporations 1s even more complex, since there
is already established betting on such races without
simulcasting. The proximity of non-simulcast branches to a

sinulcast branch may cause business to shift from those branches
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to the simulcast branch (OTB cannibalization), Further, if
tracks located in an OTB region are conducting track to track
simulcasting, simulcasting at OTB branches, while seeming to be
disappointing, may really be successful, in that their
simulcasting has stemmed a greater shift of business to the
nearby track with track to track simulcasts.,

In 1984, legislation guaranteed that horsemen would receive
a4 portion of the OTB simulcast revenues, and established a
meéasure for determining incremental OTB handle from simulcasting.
The OTB corporations complained that the statutory method of
computing incremental handle (basically the increase in a
simulcast branch's weekly handle above the average week when it
had no simulcasting) was unrealistic 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 bu51ness, 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 alone.)

In 1985, the Legislature amended this formula and dropped
mandated allocations of OTB simulcast handle to the race tracks
or 1its purses. It thereby abandoned any attempt to define
incremental handle legislatively and left the parties free to
negotiate such compensation.

Historical computations have shown large variations among
branches due to live audio race calls, closer to post time

betting, more up to date odds changes, opening and closings of
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other nearby branches, longer hours of operation, new super
exotic betting, let alone the introduction of simulcasting.
Because of these and other multitudinous variables,
determinations of increasea handle directly attributable to
simulcasting in a branch has proven impossible to calculate.
Contracting parties have attempted different formulae for
determining fair compensation to tracks and horsemen. Most of
these formulae are based on 1increases, if any, in a broad area or
entire OTB region over prior years, with, in some cases, an

allowance for natural growth.

with the abandonment of the incremental concept by the
statute, the Board's staff has not attempted to make any "guess- i
timates" dressed up as vstatistics" showing the actual increase
in handle, if any, brought by simulcasting.

1985 RESULTS. The first full yvear of simulcasting, 1985,

*

showed disappointing results. FEven with dramatic amendments to é

the law effective July 1, 1985, very little was done immediately., -

and even some cutbacks were experienced. Simulcaéts of Finger
Lakes races on seven Tuesdays were initiated to OTB branches §
statewide, and the State's first simulcast theater opened in the |
Albany area. But day to day simulcasting of harness races from !

metropolitan New York harness tracks was cut back by those tracks

and erosion of metropolitan daily on-track harness handle
continued its trend. i

1986 RESULTS. In 1986 however, simulcasting expanded and

the results seemed to indicate that simulcasting did in fact,

expand the overall market.
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NYRA, which lost $23 million of its on-track handle, gained
$173 million at track to track and off-track locations. Finger
Lakes, which maintained its handle on-track, gained $23 million
off-track.

It seemed fair to say that the net $173 million additional
handle on in-state thoroughbred races in 1986 resulted from
simulcasting. (Note: Catskill OTB, which feared a substantial
reduction in its NYRA thoroughbred handle from the competition
of the Yonkers Raceway track to track facility simulcasting of
such races) showed a gain of $4.4 nillion (or 6.4%) in its NYRA
handle in 1986.) '

~ The harness track situation was more perplexing. While off-
track simulcasting of harness racing, despite disruptions,
expanded in 1986 and gained $39 million, stemming the trend of
recent losses, the on-track handle continued to decline, losing
$31 ;illion.

It was apparent that the 5.9% overall increase in statewide
handle of $184 million was almost all due to simulcasting (some
resulting from increased harness programs and the then new
quarterhorse track).

1987 RESULTS. Simulcasting in 1987 appeared to have

reached maturity. Fifty percent of all off-track betting was
done at simulcast branches or theaters -- 48.3% of all NYRA OTB
handle, 71.1% | of Finger Lakes OTB handle, 65.4% of
Roosevelt/Yonkers OTB handle, 61.5% of Saratoga Raceway OTB

handle and 53% of Buffalo/Batavia OTB handle.
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Track to track operations just about duplicated 1986
operations but since they were on a full year basis a $40 million

gain in handle was registered, mostly at Yonkers Raceway ($37.5

million) which operated for all of 1987 compared with nine months

of 1986.

The track with the largest percentage gain of OTB handle
was the Finger Lakes thoroughbred race track. For the year,
OTB was 41.1% higher on Finger Lakes (+$30,864,000) than in
1986. (Curiously, however, while New York City gained $10.6
million in Finger Lakes handle, only $2.3 million could be
attributed to increased simulcasting.)

The largest percentage Uuser of simulcasting was the Catskill
region. Simulcasting represented 27.9% of its total handle:
77.5% of its NYRA handle, 92.6% of its Finger Lakes handle, 89.2%
of its Roosevelt/Yonkers handle and 48.6% of its Monticello
handle. (NYRA and Yonkers combined represented 71% of that
region's total handle.)

hestern region registered the largest conversion to
simulcasting during 1987, going fronm $54 million (32% of total
handle) in simulcast handle in 1986 to $132 million (70% of total
handle) in 1987. However, while simulcast handle for 1987
increased $78 million in Western, total OTB handle in the region
increased only $§20 million, indicating that at least 3/4 of the
increased simulcast handle there was cannibalized pre-existing
business.

1t would seem that 1987 results represented a fairly

accurate summary of New York's simulcasting potential. The only
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untapped areas remaining for possible dramatic growth seem to be
at the tracks not yet conducting simulcasting, or at the tracks
which are conducting simulcasting by their receiving additional

tracks.

1988 RESULTS. The lack of any dramatice increases in betting

handle during 1988 appeared to prove that the business stabilized
in 1987. Fifty-five percent of all off-track handle was
generated through simulcasting, 64% of all NYRA OTB handle (up
from 48%), 79% of Finger Lakes' OTB  handle, 68% of
Roosevelt/Yonkers' off-track handle, 77% of Saratoga Raceway OTB
handle and 65% of Buffalo/Batavia OTB harness handle.

Track to track simulcasting of NYRA races registered some
small increases during the vyear. Curiously, the increase of
Yonkers' simulcasting handle on NYRA races of $4 million just
about matched the decline of on-track handle at NYRA tracks.

Finger Lakes, again in 1988, registered the only substantial
increases, which must be attributed to simulcasting. The handle
on their races at OTB locations rose 12%. While this increase is
not the same magnitude as 1987's ($31 million), it stil]l was a
bright spot for the vyear,

The 1988 results continued the long-term trend of growth of
OTB handle on thoroughbred racing (up $64 million) and loss of
on-track harness handle (down $64 million) with on-track
thoroughbred and off-track harness handle remaining relatively

flat,.
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As stated in the 1987 simulcast Report, simulcasting in New
York appeared to have matured, and further dramatic growth was
unlikely unless new sSources were authorized.

1989 RESULTS. The trend establishing that simulcasting has

matured and, as presently authorized, has exhausted any further
growth potential, appears to have solidified during 1989.

In fact, basiness Wwas down across the board with on-track
declines continuing and off-track suffering smaller decreases.

The only two indicators showing increases were NYRA's track
to track simulcasts (up $7 million) and which was overwhelmed by
NYRA's $42 million on-track handle decline.

Finger Lakes off-track handle also rose $4 million, just

about balancing 1ts on-track 1oss of handle.




RECOMMENDATIONS

In accordance with the provisions of Section 1002(2) of the
Racing, Pari-Mutuel Wagering and Breeding Law, the New York State
Racing and Wagering Board respectfully submits the following
recommendations for consideration and apéropriate action by the
Governor and the Legislature:

RECOMMENDATION #1

The current statutory authority for simulcasting expires on
June 30, 1990. The Board believes that the time has come to make
simulcasting a permanent part of New York's racing and wagering
scheme. During the last six years of experimen;ation,
simulcasting has developed into an essentialicomponent of pari-
mutuel wagering in this State. Simulcasting has been the only
sector of the racing economy to show consistent growth and
expansion during the experimental period, and in facé, now
accounts for over $1.2 billion or 36.8% of the total statewide
pPari-muutel handle on horse racing, |

The Board strongly recommends that the statutory
authorization for the conduct of simulcasting in Article X be
made a permanent part of the Racing, Pari-Mutuel Wagering and
Breeding Law. This will enable all participants to plan for the
future with full confidence that simulcasting is part of that
future. It is evident that, if New York is to maintain its
position in the racing and wagering community at large,

simulcasting must continue.
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RECOMMENDATION #2

During the last few Yyears, both the New York State
government and the racing and wagering industry have focused a
great deal of attention 6n the issues of integrity and
accountability. At the same time, the. Board engaged in an
intensive review of the ways and means to improve and enhance all
aspects of integrity and accountability throughout the racing and
wagering community.

The Board strongly supports the efforts to promote and
insure‘professionalism, integrity and ethical conduct within all
segments of the racing and wagering community. The State's six
public benefit corporations which conduct off-track betting must
heed:that call, as well, and respond to the public’s demand for
accountability for all government agencies.

Therefore, the Board ‘recommended, as both 1989 and 1990
departmental legislation, a 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 effectively monitor and
review their operations.

With respect to insuring the integrity of of f-track betting
activities, the Board has submitted three significant legislative
proposals. They all relate to the ability of the Board to more

effectively monitor, control and regulate the operations and
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actions of the OTB Corporations, their employees and other
participants in off-track betting.

The first proposal (A.6455; S.6024) would amend the Racing
Law to empower the Board to impose monetary fines on off-track
betting corporations and other persons or corporations
participating in off-track betting. These fines would be imposed
for violations of any provision of the Racing Law, the Board's
Rules, Regulations and Directives, or the approved Plan of
Operation for the conduct of off-track betting. Currently, the
only sanction the Board can impose for a violation of the legal
authority governing off-track betting is to suspend the Plan of
Operation for a given corporation. This is clearly impractical.
To terminate all corporate operations, or even a portion thereof,
would result in a considerable loss of revenue to all segments of
the racing industry as well as the State and local governments.
That drastic action should only be taken in the most serious
instances. The Board believes that it makes sense to _hold
individuals at OTB accountable for their own actions and the OTB
corporations and local governments should not have to bear the
full financial burden for the misconduct of OTB emplovees. In
order to enable the Board to properly discharge its oversight,
supervisory and regulatory functions, this additional,
alternative sanction should be available to the Board. It should
be noted that similar Provisions exist for participants in
thoroughbred, harness and quarterhorse racing as well as

simulcasting (See: Sections 243, 310, 409 and 1005 of the Racing

Law). There appears to be no substantive reason for not



employing this type of sanction to OTB as well. Accordingly, the

Board recommends the prompt enactment of S.6024/A.6455.

The second proposal (A.4297; S.5897) would authorize the
Chairman of the Board to designate a Board officer to preside at
off-track betting hearings. Currently, the statute provides that
the Chairman, a Board Member or the Board sitting en banc preside
at hearings involving off-track betting. The thoroughbred,
harness, gquarterhorse and simulcast articles of the Racing Law
permit the designation of an officer of the Board to preside at
such hearings. This proposal will allow for the prompt
scheduling of such hearings because of the availability of a
greater - number of individuals who may preside. The parties to
the hearing are not prejudiced because the proceedings are
subject to Governor Mario M. Cuomo's December 4, 1989 Executive
order No. 131, (relating to administrative hearings) and the
State Administrafive Procedure Act as well as the fact that the
Board must review the report and recommendation of the hearing
of ficer and it alone, makes the final detérmination.

The proposal recognizes the fact that today there are many
more hearings held by the Board which reguire the availability of
more than three individuals with many responsibilities to act as
hearing officers than there were at the time the statute was
originally enacted. It will also insure a uniform procedure with
respect to all administrative hearings conducted by the Board.

Accordingly, the Board recommends the enactment of A.4297/5.5887.

The final "integrity" proposal would authorize the Board to

license any person, association or corporation participating in
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off-track betting as the Board may by rule prescribe. This
pProposal (A.4301; S.6025) will 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 proposed legislation is necessary for 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 absolute need for the Board td have jurisdiction
over certain individuals and corporations who perform services or
functions which are essential for the conduct of efficient,
effective and lawful off-track pari-mutuel operations,

As heretofore described, 1989 saw several serious and at
times, tragic incidents occur in or at OTB facilities. We are
indeed fortunate that no innocent victims suffered sefious
injuries Qs a result, However, with crimes ranging from arson
and assault to armed robbery and the possession/use of illegal
firearms, OTB enployees need this check.

In addition, the Board has concluded that it will be
difficult but not impossible to license only simulcast
facilities, corporations or persons who work therein. The problem
will lie with the OTB corporation because simulcasting has become
an integral component of off-track operations. As such, with
frequent personnel shifts as well as changing simulcast branch
locations, the system of "total licensing", which is currently in
place at all on-track locations within the State, should apply to

OTB as well.
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Moreover, for several years, the Board served as conduit for
off-track betting corporations to conduct fingerprint checks on
new employees. However, in 1988, the Board was advised by the
New York State Division of Criminal Justice Services (DCJS) that
the Board could not legally conduct - such checks for OTB
employees or disseminate any information received as result of
such a check to any other agency, including the OTB Corporations.
DCJS concluded that there is insufficient statutory authority.
Thus, for the past two years, a new OTB employeerhas not been
the subject of any criminal history check.

in order to insure the public's confidence in OTB and the
integrity of the entire system of off-track betting, including

its employees, A.4301/5.6025 should be enacted into law.

With respect to the issue of accountability and'integrity in
the management of of f-track betting, the Board has recomnended
the enactment of legislation which would bar a director of a
regional off-track betting corporation from holding any position
of employment with that off-track betting corporation.

The board of directors of an off-track betting corporation
is responsible for the management of that corpo;ation, including
the appointment of 1its officers. It 1is nbt in the public
interest to have directors also serve as paid employees of that
corporation including 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 Opinion No. 88-Fl, Attorney General Abrams wrote:
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"A director cannot effectively and inpartially
supervise himself nor can his colleagues on the
board of directors exercise such  supervision.
Additionally, an appearance of impropriety would
result. This dual employment would erode the
natural 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".

The New York State Comptroller shares this concern. In
recent audit reports, he concludes that service as a director of
an off-track betting corporation as well as its president and
chief executive officer, is contrary to the doctrine of
compatibility of office. Recently, the Attorney General of the
State of New York reached a different conclusion. He found that
a director may serve as President and Chief Executive Officer,
viewing it as an extension of his responsibilities as a director.
This conflicting series of opinions requires prompt resoclution.

For ‘the reasons set forth above, the Board recommends the
enactment of A.4298-2 in order to clarify the legal status of
directors as employees, as well as insure that a system of
internal checks and balances are present within the decision-
making structure of off-track betting corporations. It should be
noted that this legislation is not directed at any individual or
incunbent. Rather, the Board sees it as a necessary structural
reform.

The Board has also submitted as departmental legislation,

comprehensive legislation to improve certain financial and

accounting practices of the State's off-track betting
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corporations. The Board urges the enactment of A.9179/5.6782,
which reflects many of the recommendations made by the State
Comptroller in praft Audit No. 88-5-81.

The State Comproller khas reported that certain current
statutory authorizations result in confusion with respect to the
accounting and financial reporting practices of the State's six
off-track betting corporations. This proposal 1is designed to
require uniform report of financial data (both on a monthly and
annual basis) as well as require off-track betting corporations
to conduct their financial activities in accordance with
generally accepted accounting practices (GAAP) as promu}gated by
the State Comptroller.

The bill also extends the statutory time period for the
submission of nomnthly financial reports from 15 days to 60 days.
The current tine frame is not a realistic standard for the

submission of the comprehensive information regquired by “the
Board's Uniform Systen of Accounting and Reporting. The
additional 45 dayvs will allow for a more orderly and accurate

submission by each of the State's six regional OTB corporations.

The enactment of this legislation 1s necessary to insure that

pronpt, accurate and uniform financial transactions by all of the

State'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 its

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
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industry. These proposals are of great importance to the Board,
to 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.

Accordingly, the Board recommends that limited simulcasts
from out-of-state race tracks into licensed simulcast facilities
be authorized for races of significant public interest, Fuch as
the Kentucky Derby, the Preakness, the Breeders' Cup or the

Breeders' Crown. A.6457/5.5898 contain authorization for up to 15

such thoroughbred events and 5 harness events and we urge its
enactment.

RECOMMENDATION £4

The technical problems of simulcasting, which have inhibited
its development, have been highlighted in this and prior
Simulcast Reports, as well as the Report of the Legislative
Commission on Science and Technology (discussed above). The
problem areas are those of simulcast signal security and the
efficient and effective transmission of wagering data to

effectuate common pari-mutuel pools.
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The Board has concluded that for simulcasting to continue
and flourish, a nrinimum level of 1integrity, efficiency and

security must be maintained. Therefore, the Board recommends

that Article X be amended to give it explicit statutory authority

to prescribe and enforce minimum standards in relation to the
methodology, equipment and means employed to safeguard and
control the transmission of simulcast signals and wagering data.

RECOMMENDATION #5

The Board recommends that Section 1007, subdivision 5 of the
Racing, Pari-Mutuel Wagering and Breeding Law be amended to
remove the current statutory prohibition "of track to track
simulcasting when the receiving track is conducting a different
type of racing at a different time of day. It is the Board's
understanding that this was the original intent of the drafters,
and urges the enactment of this change to clarify a currently

ambiguous situation.

RECOMMENDATION $6

The Board recommends that Section 1009 be amended to
specifically provide that the surcharge on winning wagers not be
applicable to wagers placed at simulcast theaters on simulcast
events or ancillary races of special interest which are carried
there. While presently assumed, enactment of this proposal would
seem more consistent with the present statutory intent.

In addition, the Board recommends that simulcast theaters be
authorized to conduct wagering on non-simulcast events as an
adjunct to simulcast events. For example, New York City OTB's

two simulcast theaters display harness racing from Yonkers
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Raceway. This proposal would explicitly authorize KNYCOTB's
simulcast theaters to accept wagers on Monticello Raceway's
evening harness Program as well (however, surcharge is
applicable). Finally, we recommend that all] simulcast theater
Operations (and operators) conduct their activities in accordance
with the provisions of Section 523 of the Racing Law, at all
times, This will insure that al] off-track operations be
conducted in accordance with the statewide standard method of
operations. Finally, with the present simulcasting statutory
authorization about to expired on June 30, 1990 we strongly
recommend that in drafting legisiation' to extend or make
permanent such authorization, the regional pPhilosophy which has
governed racing and off-track betting since inception be kept
prominently in view. Simulcasting makes possible the importation
of significant compet{tion for the wagering dollar from out-of-
state race tracks as well as, ‘within the State, from out-of -~

region race tracks.

too important to the State's €conony and culture to allow them to
fail in a quest for growth of Pari-mutuel revenues.

Accordingly, maintaining the health of all of the components
of the State's racing industry: horsemen, breeders, suppliers,
employees, tracks, as well as the State and local governments

should retain first Priority in any new statutory designs.
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CONCLUSION

The foregoing has been a detailed analysis of simulcast
operations during 1989 and the past five and .one—half years.
substantial investments 1n simulcasting have been made by the
various off-track betting corporations and the tracks. In the
Board's view, these investments have yielded significant results.
simulcasting has been given the opportunity to develop; it is now
an integral part of racing in New York and should be 8O
recognized.

of the varied problems associated with simulcasting, the
Board believes that the technical problems have been or can be
surmounted. ©Of more concern to the Board are the ongoing feuds
between various segments of the industfy. A sense of
apprehension and distrust pervades the relationships that exist
within the racing and pari—mutuel wagering comnunity. several
specific instances have been described in this and prior reports.

stripped of all its apparent glitter, racing can only exist
if it serves the public. Its mainétay is the fans. The fans
are not well seyved unless all elements of this diverse industry
cooperate. The current statutory framework for the conduct of
simulcasting sought to encourage cooperation by requiring
negotiated agreenents and consents between the parties,
providing for Jjoint efforts among race tracks and off-track
petting corporations and by setting up the experiment on 3 "level
playing field", giving no player an unfair advantage. Through

simulcasting, &S well as various tax reduction measures, the
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tracks, their horsemen and OTB corporations were given an
incentive to accomplish this statutory goal.

As we conclude the current experiment, it is clear that the
present statutory system has not functioned as well as it was
intended to. 1If the various segments of the industry continue to
act only for narrow, parochial and selfish gains and, refuse to
voluntarily cooperate in the public interest and for the benefit
of all segments of the racing and wagering industry, as well as
the State, its political subdivisions and its citizens, then the
State will be forced to act and alter the system now in place.

The choice is up to the industry itself and time is running
out. It is in their own best interest as well as the public's
for all elements to cooperate. The industry should initiate
efforts to take a broader view for the enhancement of the entire
industry for the years to come before the expiration of the
simulcasting authorization. If it fails to do so, the State of
New York, which has authorized pPari-mutuel wagering (and
simulcasting) on horse races, must act swiftly and deliberately
to reform this process and insure that the fans and the public

good be served.



APPENDICES

The following charts summarize various financial results

during the calendar year ending December 31, 1989. All figures

are unaudited and tentative. As such, they are subject to

revision and correction.
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TRACK TO TRACK SIMULCASTS NYRA RACING - Handle at Receiving Tracks

5 Year Comparison of Combined On-Track and Simulcast Handles and Racing Days

On-Track On-Track Simulcast Combined
YONKERS RACEWAY Own Racing NYRA Racing Handle
Days Handle Days Bandle
1985 163 $186,917,924 2 =-==-- $186,917,924
(Decrease) Increase 1986 (14,873,827) $56,680,458 41,806,631
1986 182 172,044,097 242 $56,680,458 $228,724,555
(Decrease) Increase 1987 (8,097,899 37,473,341 29,375,442
1987 193 $163,946,198 304 $94,153,799 $258,099,997
Increase 1988 26,031,228 5,708,370 31,739,598
1988 247 $189,977,426 298 $99,862,169 $289,839,595
Increase 1989 49,420,761 5,910,464 55,331,225
1989 365 6239,398,187 306 $105,772,633 $345,170,820
SARATOGA RACEWAY
1985 187 $38,566,022 282 $17,220,227 $55,786,249
{Decrease) 1986 (3,249,412 (702,945) (3,952,357)
1986 187 $35,316,610 286 $16,517,282 $51,833,892
Increase 1987 804,070 2,379,997 3,154¢067
1987 188 $36,120,680 280 $18,897,279 $55,017,959
(Decrease) 1988 (1,136,618) (1,491,005) (2,627,623) .
1988 202 $34,984,062 284 $17,406,274 $52,390,336 '
(Decrease) Increase 1989 (3,576,148) 1,477,158 (2,098,990)
1989 197 $31,407,914 282 $18,883,432 550,291,346
FINGER LAKES
1985 161 648,911,640 194 $9,823,826 $58,735,466 .
Increase (Decrease) 1986 342,268 (634,452) (292,184)%
1986 161 $49,253,908 114 $9,189,374 $58,443,282 =
(Decrease) 1987 (277,315) (1,929,113) (2,206,428)
1987 171 $48,976,593 91 $7,260,261 $56,236,854
Increase 1988 1,551,580 1,384,598 2,936,188
1988 172 $50,528,183 99 $8,644,859 $59,173,042
(Decrease) 198S (3,398,277) (2,751,437) (6,149,714)
1989 168 $47,129,906 88 $5,893,422 53,023,328
VERNON DOWNS
1988 154 $31,676,454 —-— mm——— 31,676,454
(Decrease) Increase 1989 (319,722) $2,151,394 1,831,672
1989 159 $31,356,732 138 $2,151,394 $33,508,126

1989 NYRA simulcast handles above include Kentucky Derby and Preakness betting-

§296,325 at Yonkers, $206,986 at Saratoga, and $15,090 at Vermon.
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NEW YORK RACING ASSOCIATION
1989 saraToGa THOROUGHBRED SIMULCAST TRANSMISSION TO AQUEDUCT

Dates Raced August 2 through August 28, 1989
Days 24 Average Per Day % Of Handle
Attendance 160,298 6,679
HANDLE : AMDUNT
Regular $8,836,218 - 30.37%
Multiple 17,721,216 60.91
Exotic . 2,067,740 : 7.11
To::fegaiglest Aqueduct §5§:§§%ﬁ§§§ iﬁg%
STATUTORY DIVISION OF HANDLE: )
State Tax $815,679 $33,986 2.80%
Breeders Fund 145,463 6,061 .50 <
sere R L R

Average Bet per Capita $181 ' .

5 Year Comparison of Handle angd Attendance - Saratoga Simulcast to Aqueduct

Average

Days Handle Per Day % _Change

1985 July 31 - Aug. 26 24 831,369,612 $1,307,067
Decrease 1986 (3,299,243) (137,468) (10.52%)

1986 July 30 - Aug, 25 24 $28,070, 369 81,169,599
Increase 1987 2,341,242 97,551 8.34%
-———-—-...._t_____-—-—-—-.L____-______

1987 Aug. 5 - Aug. 31 24 $30,411,611 $1,267,150
Decrease 1988 (1,637,132) (68,213) (5.83%)

1988 Aug. 3 - Aug. 29 24 528,774,479 $1,198,937
Increase 1989 318,129 13,255 1.11%
-———-—-—...._L____-—-——.__J_____._____

1989 Aug. 2 - Aug 28 24 $29,092,608 $1,212,192

SCHEDULE OF SIMULCAST REVENUES, EXPENSES AND PROFIT - AQUEDUCT
Track Sﬁare of Cormission And Breakage Net of Statutory Payments $4,351,291

Other Operating Revenues 178,249

Total Revenues $4,529,540

Statutory Allocation for NYRA Purses (1,070,342)
Other Operating Expenses (1,446,567)
NYRA Profit - paid out As Franchise Fee Increment $2,012,631

nsd38



006*98€$
%L 80G 0T
266 °'GLES
$26° 0 796°1
0£0 ' VLES
%15°9C L8€ 8L
o £99°G6ZS
FONVYHO % INNOWY

NV &

Avd udd dovydav

Z€0'ETY TS

(%12°2) (cv8’vs)
GL8°LLY TS

(%9€°T) (ZG1 ' vE)
£70°215°2S

%8E°6 YLY ' G1C
£66°962'ZS

%GT°€ 990°0L
I L8y '922°25
AONVHD % INNOWY

e s B

AvQ udd JOVHIAVY

NOS IHVdKWOD Suvdk G -

ggoos

-qonpanby 03 g3seo[nuis 103 abed 23eaedas 23S

v G66°GLL'6S gz Bny-z °Bnv 6861
. 061°26C 6861 98€312UI

ve G08°'€70°6S 61 °-bny-g *BOV 8861
960 LY gg61 @8e312Ul

ve 60L°9L6°8S 1¢ -buy-g °-bnv 1861
98z 188’ T L8617 °@8E212Ul

ve €IV S60°LS gz -buv-0of Aine 9861

s

aaovd_sAvd si;:MJQZQ:KMMmmmmM

SLSVYOTINNWIS a3daHON0UOHL ¥OOIvdvS - Avmdovd SHANNOXR 1V

X4 gGL’TST 888 gz bny-z7 bnv 6861
{6y '91E' 1) 6861 (2@8€31090)

ve £00°69Y°66S 6z buv-g °bnv 8861
, (¥£9°'618) gg61 (9831090

ve 1p9°887°09% 1g +boy-g *Bov L86T
FAK 3 T S 98ea1DU]

ve 692°LI1 SGSS gz -bny-of AI0C 9861

685 1891 9g61 @8€3IdUIL

ve p89‘GEY£SS gz *onv-¢ K10r 5861

et e

JTaNVH €810 DAN

9NIOVH a3ugaHoNodoHL voolvivs 440

e 1

Gaova SAvd

ZL1D MYOX MdN

o 192°'0¢ IyL°9CL B 719°pyS° €S mmw.mho.ncm ve gg bnv-? sbny 6861
9508 756 ¢ cCco'oC ®LL C gso'o08 mﬂh“mmoﬂﬁ ] mmmaﬁ-emau»cmma
608G ToL Teo o zhmb‘quuwmm vob mmﬁ cQs v gc ~bnv-€ sbny 0861
%879 (1070 (61L 6V) (580°'T) (66078Y ) A LA gRO 1~ (2=verosd)

- 001°0¢ 1zy'eeL 9TT'£76°€S mmn.emmmme 4 1¢ *bny-g ~PWY L0071
%LG"C vSL v60 8T %1211 £9T1°GS¢t v06 €76 8 L86T-98€3I0UL
o 9ve‘ 6L LZEVOL £66°L9T €S ammmuomc.ohm yz Gz °"bnv-0t Ainr 9861
%€0°C v8s yG0 ' ¥1 (%€7°0) (LS¥'L ) (96 ‘8LT ) mmaﬂg.wmmwuoen,wmmwummwz
19L°8C £LZ'069 0Ty ’'SLT ES 9£8°'607°9LS yz 97 -buv-1t Anr G861

dONVHD % zMMMWMm I FONVHD % LNOOWY - B o o

1vd udd aovddav 14dW 404 1vILOL Xva uad dovddav LAdKW 404 1VlOL SAva salva

FONVANALLY I

e JRD—

Eosea109(d pu® §55e940U] pu® sabeloay
. ue uo

§38e0[NWTS Pa31daI3S P

[red
.!\l"l\\l‘l\xm,\lwl.\l
T3eTD00BEY utoey YJI0A MmoN 24} 3O SL4ddW

S— e,

NOST4VYdWOD dvidk S - ¥OOLViVS L1V JTANVH Yovd.L-NO

I-)\iti\.\l.ll“l\l\“(‘.\"‘l\"\b\? et e s A o .
Tg1e30lL - Souepuaillv pue a[pueH Jo m:omaummﬁwv

e M

A 10



Yonkers Raceway Simulcast to Vernon Downs

Dates November 15 to December 30, 1989
Days 44
Average Per Day
Attendance 3658 83
Amount % of Handle

HANDLE:
Regular $82,860 $1,883 18.83%
Multiple 248,975 5,658 56.58
Exotic 108,180 2,459 24.59
Total Handle at Vernon $440,015 $10,000 100%
DIVISION oOF HANDLE:
State Tax $9,547 $217 2.17%
Breeders Fund 4,400 100 1.00%
Yonkers 22,001 - 500 . 5.00%
Vernon 55,007 1,250 12.50%
Commission Breakage $90,955 2,067 20.67%
Bettors 349,060 7,933 ‘ 79.33%

HANDLE $440,015 $10,000 100%

Vernon and bettors shares adjusted for minus pool.

Yonkers horsemen purses received $11,000 which was
half of Yonkers contractual share of the handle Vernon's
horsemen received $2,470, which was half of Vernon's profit
from the Yonkers simulcast, '
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