A Meeting of the Board of Directors of the Suffolk Regional Off-Track Betting Corporation
was held on August 22, 2013 at 10:00 A.M. at Corporate Headquarters, 5 Davids Drive, Hauppauge,

New York.

The following persons were present:

Dominick P. Feeney Chairman

Herbert Hemendinger Vice Chairman

Eddie S. Wynn Secretary

Philip C. Nolan President

Anthony Pancella II1 Vice President

James McManmon General Counsel

Celine Gazes Comptroller

Kim Edelstein Director of Wagering Operations & Customer Service
Jack Luquer Executive Director of Corporate Facilities

Paulette L. Moses Corresponding Secretary to the Board

Also Present:
Lorraine Pappas Deputy Chief of Staff
Sue Baschuk Teamster Local 237 Representative

The Meeting was called to order by Chairman Feeney at 10:00 A.M.

ITEM #1 APPROVAL OF MINUTES OF THE BOARD OF DIRECTORS

MEETING JULY 25, 2013

Chairman Feeney stated that the first item on the Agenda was to approve the Minutes of the
Board of Directors’ Meeting of July 25, 2013 whereupon a motion that those Minutes be approved was

made by Vice Chairman Hemendinger, seconded by Secretary Wynn and carried unanimously.



ITEM#2 JULY 2013 HANDLE REPORT

Comptroller Gazes reported the analysis of the July 2013 handle for the month of July was down
$588,744 or 6.0% from 2012. Year to date handle through July was also down $3,604,479 or 5.2%
from 2012. July’s handle fell short of projected handle as submitted to New York State Gaming

Commission, by $261,418 or 2.8% for the month and $3,791,653 or 5.5% year to date.

Total Qwik Bet handle was down $56,545 or 7.9% for the month. Of the locations that were open
in both years, some had increases most notably, Jimmy’s Pub, whose handle increased by $63,142, but
most had decreases, most notably Sit n” Sip, whose handle decreased by $44,838 or 63.3%. We also
lost Dunton Inn at least temporarily, due to a sale to a new owner, and Bruno’s was still operating this
time last year. On the positive side, we have Pub 347 and Lily Flanagan’s which were not yet open
this time last year, and we should go back to seeing increases soon, because we have received
approvals for six new locations over the past 2 months, including Rockwell’s, which opened on July
19™ | Biddy Spratts, which opened on August 15", Grumpy Jack’s, an additional Napper Tandy’s
location, Gator Blue, and Bapa Cards & Gifts which will be our first non-bar location. Year to date

through July, Qwik Bet handle is up $194,268 or 3.3%.

Internet wagering was down $35,309 or 4.5%. Telephone wagering was down $143,419 or 14.0%,
so overall account wagering handle (phone and internet combined) was down $178,728 or 9.9% for the
month of July. Year to date internet handle is very slightly up - $40,307 or 0.8% and year to date
telephone handle is down $645,850 or 10.0%. Combined account wagering handle is down year to
date $605,543 or 5.3%. With the new site launch this week, we should start seeing improvement in the

internet handle very soon. The Racing Forum’s handle for July was up $172,091 or 6.7% for the month



of July, and up $587,130 or 3.3% year to date. The overall regular branch handle was down $525,562
or 11.1% month to date. However, this decrease was not evenly spread amongst the branches. Once
again, Commack and Route 110 had the largest decreases ($244,338 or 35.7% for Commack and
$178,102 or 33.8% for Route 110), while Shirley was up $50,057 or 9.7% and Sunrise was basically
flat (up $4,573 or 0.4%). Year to date, regular branch handle is down $3,785,987 or 11.2%. The only
year-to-date increase is Shirley, at $16,937 or 0.4%. The largest year-to-date decreases are again

Commack at $1,093,701 or 23.1%, and Route 110, at $1,125,073 or 29.4%.

The telephone handle as a percentage of total handle for the month of July decreased from 10.4%
in 2012 to 9.5% in 2013. Internet handle increased from 7.9% in July 2012 to 8.0% in July 2013.
Telephone and internet handle combined represented 18.3% of the total for July 2012 and 17.6% for
July 2013. The handle for the Forum for the month of July as a percentage of total handle increased
from 26.2% in 2012 to 29.8% this year. Handle for the regular branches as a percentage of total handle
decreased from 48.2% in 2012 to 45.5% in 2013. Qwik bets increased from 7.3% to 7.1% of total

handle for the month.

The Belmont handle was down $267,877 or 13.93%.There was one less racing day in July 2013 vs.
2012. Saratoga handle was UP $163,731 or 7.56%. There was one more racing day in July 2013 vs.
2012. The daily average for NYRA decreased from $408,835 in July 2012 to $395,632 in July 2013.
Finger Lakes handle is down $28,216 or 7.95%. The daily average also decreased from $16,898 to
15,554. In-state harness handle was down $68,798 or 10.92%. Yonkers was down for the month
($43,584 or 13.86%), Monticello was up for the month ($23,046 or 11.63%). Out of state thoroughbred
handle was down $410,207 or 10.65%. Most of the tracks did have decreases , most significantly

Calder, which had only 12 days vs 18 last year, & Monmouth, which decreased $103,375 or 16%



despite a similar number of race days. Also, we couldn’t take Thistledown again this month— they did
$93,894 in July 2012. On the up side, we had Gulfstream this year, which had handle of $212,859.

Out of state harness handle was also down $26,744 or 2.81%

The overall statewide handle for the month was down 6.9% from last year. Catskill had a decrease
this month by the highest percentage 17.5%. All other OTB’s were up ranging from 2.7% to 8.9%
with Western being the second highest percentage decrease and Capital having the lowest percentage
but still a decrease for the month. The year to date statewide handle is down 5.6% the three
“downstate” regions’ decreases are significantly higher than Western OTB and Capital. However, of
the three downstate regions, our year to date percentage decrease is the smallest. Through Tuesday,

August 20, 2013 the handle for the month is down by $448,103 or 6.14%.

ITEM #3 PRESIDENT’S REPORT

President Nolan stated that the handle report continues to tell the same story on our business; the
remedies for the situation are difficult and unavailable considering the current trend of the horseracing
industry nationwide. We continue to manage the business as well as expected switching our
concentration to Qwik Bets and the new internet platform. The Qwik Bet application approvals have
been coming in very strong in recent weeks, approximately seven. President Nolan explained that this
is a welcome change in our relationship with the New York State Gaming Commission. This will
allow our organization to increase our revenue with minimal expense.

President Nolan asked that Vice President Pancella update the Board on the status of the new

internet launch of Qwikbetz.com.



ITEM #4 VICE PRESIDENT’S REPORT

Vice President Pancella stated that since the last Board of Directors meetin, we received
approval by the New York State Gaming Commission for our new Qwikbetz.com operations. All of
the items that were required have been submitted and approved. We are on schedule with the plan to
launch the new internet at Travers Day this Saturday August 24, 2013 at the Forum. We have been
testing the internet system in house and with Sportech everyday to work out any of the kinks prior to
our launch. The site, with the exception of some minor cosmetic flaws that are in the process of being
corrected, works great. Vice President Pancella explained that we now will have race replays on our
internet as well as archived replays. All handicapping information is now available directly from the
site which we have never had before. Our site compared to other industry standards is easier to
navigate, and the information needed to wager and fund the customer’s account is readily available on
the site. We are expecting to reach new customers with the introduction of our new product on the
internet by having access to wagering available now on cell phones, iPods and home computers.

From a financial standpoint, Vice President Pancella added that for the next two years, by
purchasing an all inclusive software product from Sportech, our expenses will be less for the new
product as compared to the expenses incurred with the inferior product. We are in a good position for
increasing cash flow and creating new customers. Vice President Pancella made a point to thank
everyone in the company from the financial and legal departments to the phone room for their

contributions and support on the new internet launch.



President Nolan asked that the Board consider going into Executive Session. A motion was made
by Vice Chairman Hemendinger that the Board goes into Executive Session. The motion was seconded

by Secretary Wynn and carried unanimously.

Upon reconvening in Open Session, Counsel to the Board of Directors, Kevin Snover stated that
during Executive Session certain personnel matters and litigation matters were discussed. No motions

were made and no votes were taken.

Chairman Feeney noted that the next meeting of the Board of Directors will be held Thursday,

September 26, 2013 at 10 a.m.

There being no further business before the Board, a motion was made by Vice-Chairman
Hemendinger that the meeting be adjourned. The motion was seconded by Secretary Wynn and carried

unanimously.

Eddie S. Wynn, Secretary
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