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(*THE MEETING WAS CALLED TO ORDER AT 10:11 A.M.*)

CHAIRMAN D'AMARO:

Good morning, Ladies and Gentlemen. Welcome to the Ways and Means Committee of the Suffolk
County Legislature. 1'd ask everyone to please rise and join the committee in the Pledge of
Allegiance led by Legislator Beedenbender.

SALUTATION

CHAIRMAN D'AMARO:

Once again, welcome. Just a note for committee members, after we have the public portion of our
meeting, we will be recessing into Executive Session for a couple of settlements to discuss with the
County Attorney's Office. Looking to our agenda this morning, we don't have any correspondence.
Is there anyone here other than the presenters from OTB, Mr. Casale, who would like to address the
committee this morning? Do we have any cards?

MR. LITTELL:
No, no cards.

CHAIRMAN D'AMARO:

Nothing. Okay. Then we're going to move right into the presentation section of our agenda this
morning. We're fortunate to have with us this morning, Jeff Casale, Jeffrey Casale, along with his
staff, who is the president -- okay -- who is President of the Off Track Betting Corporation here in
Suffolk County. And Mr. Casale was gracious enough to accept our invitation to come in to address
the committee this morning. This committee is charged, of course, with the oversight responsibility
of day to day operations of Suffolk County Government as well as the OTB Corporation.

And I'm going to invite Mr. Casale to tell us a little about how it's going over at OTB, and then, of
course, we can talk a little bit more then about OTB as a revenue source for us here in Suffolk
County. We are just getting through a budget process where it's become apparent that we're going
to have to make adjustments in our own Operating Budget for next year, given the softening
economy. And, you know, we turn to every revenue source that we possibly can, one of which is
OTB. So it is very important to us as we consider our taxpayers here in Suffolk County. But, Mr.
Casale, before we get to you, we do have one card that's been handed in by someone who would
like to address the committee, John. John, if you'd be kind enough to state your full name on the
record. Please, go ahead. You have three minutes.

MR. ROGERS:

My name is John Rogers, I'm a resident of Bellport. And | am here to express my support for
Resolution 1032-2008, a Local Law in relation to disposition of auction properties sponsored by Kate
Browning. We are currently in the middle of a revitalization effort in Bellport. One of the issues that
we're dealing with is absentee landlords, and it would be very helpful to us if the auction properties
remain, or when they're sold off, that we have this requirement that people remain in the houses for
the ten year period that's specified in the resolution.

CHAIRMAN D'AMARO:
Okay. Sir, thank you. And Legislator Alden had a question for you.

MR. ROGERS:
Sure.

LEG. ALDEN:
So you have found that the five year period doesn't work? Because right now there's a restriction of
five years.

MR. ROGERS:



Well, I think ten years would be preferable. I mean, with the five year period, I mean, we -- ten
years would be preferable to five from the standpoint of we don't want people coming in and flipping
the properties.

LEG. ALDEN:

Okay. With the requirement they live in it for five years, that's -- you know, that was thought all
throughout New York State that that would stabilize neighborhoods. But I'm just asking if you have
any specific instances where it didn't work.

MR. ROGERS:
I can't recall off the top of my head.

LEG. ALDEN:
Okay.

MR. ROGERS:
Thank you.

CHAIRMAN D'AMARO:

Thank you, sir. All right. Is there any one else present this morning who would like to address the
committee? If not, once again, I'm going to now turn our proceedings over to Mr. Casale. Please,
go ahead. And thank you for coming.

MR. CASALE:

Mr. Chairman, members of the committee -- is this on? Okay. Thank you. Thank you for the
opportunity to make this presentation this morning. Joining me at the table is our Vice-President,
Marieta Seaman and our Comptroller Celine Gazes. There are other members of our management
team in the audience today and always available to answer any questions you might have later.

All of you should have received a letter and accompanying information from me last week in
preparation for today's presentation. Our purpose today is to solicit the support of the County
Legislature and effecting changes in State legislation that would enhance Suffolk's OTB's ability in
raising nontax revenue for the taxpayers of Suffolk County.

Before getting into the specifics of this these changes, | want to highlight two very important points;
first, Suffolk OTB, as with all OTB regions generates its own operating revenue at no cost to the
taxpayers. That means very simply that nowhere on the expense side of the County budget will you
find Suffolk OTB. However, you will find that Suffolk OTB appears on the revenue side of the
budget, currently generating two and a half million dollars a year for a total of close to $200 million
in nontax revenue since OTB was established. Second, we want you to know that Suffolk OTB has
been doing its part to become more efficient , reduce expenses, and maintain and increase its
revenue stream to the taxpayers of Suffolk County.

Let me say a few significant examples of our efforts over the past two years. We have eliminated
personal use of corporate vehicles for administrative staff and reduced the size of our fleet by 31%,
reducing overall mileage, maintenance and repair costs, all of which resulted in a $162,000 savings
over a two year period. We have effectively monitored and managed our liability insurance coverage
with the assistance of our professional brokers resulting in a reduction of $224,000 in premium
payments since 2005.

Through attrition and other management decisions, we have cut the administrative staff count by 12
full-time and seasonal employees, representing a 13.5% reduction in administrative staff.
Administrative staff salaries remained frozen for a total of four years, and total annual salaries and
benefits for appointed personnel today are $355,000 less than in 2005. We've restructured our
equipment leases, eliminated underutilized services for a total annual savings of $125,000. We
eliminated pagers and unnecessary cell phones and aggressively monitored all corporate telephone



use, which has resulted in a $47,000.

Perhaps most importantly, we have just completed the implementation of a new accounting
administration system allowing us to bring payroll processing inhouse for an estimated annual
savings of $60,000. This new accounting system has enabled us to establish, for the first time in
our history, a line by line operating budget and an effective means of monitoring all expenses and
revenue within the budget in a timely fashion.

There are even more reforms we have implemented to ensure that Suffolk OTB is doing its part to
maximize revenue to Suffolk County, and there is more we intend to do. But the current distribution
formulas imposed upon all off track betting corporations in New York State are making our cost
saving efforts seem almost futile. Nothing demonstrates this problem more than the situation that
New York City Off Track Betting Corporation is facing at this moment. The incredibly high cost of
doing business in the City of New York combined with outdated and dysfunctional revenue
distribution formulas have accelerated the problem for New York City OTB.

Unless the State Legislature acts, New York City OTB will close its doors within the next month and a
half, putting almost 2000 people out of work and having a devastating impact on the entire racing
industry in the State of New York. All OTB regions in the state will feel the impact is New York City
OTB closes and if the State Legislature does not make changes to the revenue distribution formulas.
All OTB regions in the state may suffer the same consequences as New York City OTB in the not too
distant future.

We believe there is an answer. And as many of you know, Suffolk OTB has progressively been
promoting a plan that we believe will go a long way in solving the problems faced by OTBs across
the State, and more importantly, a plan that will help us in Suffolk County increase the nontax
revenue stream to Suffolk County Government. Our plan has been gaining support from other OTB
regions, and we have been visiting one on one with representatives of the Governor's Office and
members of Suffolk delegation to the State Assembly and State Senate. We have recently held
positive discussions with the New York Racing Association to review our plan and to determine ways
in which we can work together to cut costs and increase business.

In recent days, there has been some talk in Albany that the Legislature will act only to address the
New York City OTB issues and address the concerns of all other OTB regions at some later date.
This is not acceptable, and we need your help in convincing our representatives in Albany to ensure
that Suffolk County is included in whatever solutions are arrived at for New York City OTB. Albany
must understand that the time to change the disfunction of the OTB revenue distribution is now and
that government, local government, needs to be the beneficiary of this change, as is the mission of
off track betting corporations in New York.

In fact, the constitution of our state requires that parimutuel wagering benefits local government.
Suffolk's plan includes statutory changes to OTB as well as a new business model for all six regions
in the State. There is a detailed description of our plan in the packet of information we sent to you
last week. | just want to give you some highlights of the plan now and ask you all consider
endorsing this plan and communicating your support to our State Legislators and the Executive
Branch.

We ask that the amount of money OTBs retained from each bet be increased for certain types of
wagers. The amount was lowered about four years ago against our wishes believing that it would
increase wagering levels and, therefore, increase overall handle. The results have been dismal and,
in fact, the opposite result was achieved. We also want to require out-of-state internet wagering
entities to be licensed in the State of New York and to be subject to the same regulatory fees as
in-state entities. We recommend the reduction or elimination of subsidy payments made by OTBs to
privately-held race tracks in New York State, which now have video lottery terminals and have a
significant source of revenue that they did not have when OTBs were initially required to make
payments to these tracks. We want to allow OTBs to retain all or a portion of unclaimed winning



tickets instead of turning these amounts over to the State.

In addition, we have proposed that all six OTBs be required to develop a shared services and
marketing strategy in order to reduce costs and increase handle. This would include phasing in of a
shared tote system, the computerized system utilized by all OTBs and tracks to take wages and
determine payouts. This could realize significant savings for all OTB regions. We believe in
developing a shared internet wagering platform as a means of increasing business and reducing the
cost for OTBs to offer such a service to our customers. We want to share an insurance coverage and
purchasing of commonly used supplies.

We want to work with NYRA, the New York Race Association, and other tracks, develop a state-wide
branding and marketing campaign for horse racing in New York. And we believe in developing a
regional approach Upstate, downstate for telephone wagering accounts to reduce costs associated
with provide that service. And by the way, Suffolk County OTB already provides that very effectively
for the County of Nassau OTB.

I would like now briefly to recap for you some of the points we've tried to make. We have a quick
Power Point presentation, and Celine is going to control that. And we'll just very rapidly go through
some of these. They're pretty brief. Let's go to the first one. This is something | always like to
show people, because it's showing you over the years from the 1970's when we were formed to the
present that we've managed to provide the taxpayers of Suffolk County $195 million, close to 200
million. And if you look on the right, not one cent has been raised at the expense of the taxpayers.
It costs nothing to have Suffolk OTB. We generate our own operating revenue. | think there's a lot
of misconceptions out there, | think publicly, you know, that we are a taxpayer-funded organization.
We are not. We're a public benefit corporation. Yes, we can do more, and as | think you've seen, to
reduce our expenses. But, clearly, we have managed to raise $195 million. And just think for a
moment, you know, where you'd be today without that $195 million. And again, at no cost to
County taxpayers.

Let's move to the next one. Celine, do you want to address this one? What we're trying to show --
go ahead, Celine. She's our Comptroller, she's better with the numbers than | am.

MS. GAZES:

Yeah. We're just trying to show that basically despite the fact that there are certain things that are
mandated and out of our control, such as rates for employee health insurance and whatnot that we
have done everything that is in our control to reduce expenses as much as possible. And this chart
just shows our total expenses for 2005-6 and 7. As you can see, we've actually brought the costs
down despite the fact that, again, certain costs that are out of our control have increased.

This illustrates a little bit better, because what we did is we compared our increases or decreases in
expenses to the consumer price index, otherwise known as the rate of inflation. As you can see,
during 2005 and 2006, our expenses rose 0.8%. CPI rose 3.2%. It's even more dramatic for
2006-7. We've managed to reduce our expenses by 2.8% despite an increase in CPI of 2.8%. And
as you all know, gas prices have gone up and they've affected prices of everything. So the fact that
we've managed to do this, I think is huge.

These are just some charts illustrating the examples that Jeff gave you of the specific items that we
worked on to reduced expenses. This one shows the reduction in our liability insurance costs over
the past three years, pretty dramatic. This one is the reduction in the vehicles, this is just repairs
and maintenance. It doesn't even include the gasoline savings, because the price per gallon
basically offsets the fact that we're using less gas. So you can't really see it as illustrated as well as
you can here with the repairs and maintenance on the vehicles, because of the fact that we've
reduced our fleet.

MR. CASALE:
Let me jump in on this. This is one of my favorite beginnings here. If you'll look -- 1 want you to



you keep your eye on the right-hand side of the screen where it discusses racing industry. There's a
title up there, 23%. This was in 1975, when OTB was formed and began operation. As we run
through these, and we're going to run through them relatively quickly, I want you to keep your eye
on that dark -- darker blueish color right there, and then look at the amount we turned over to
Suffolk County, which was 53% of our revenue at that point.

Let's just keep flipping. We'll move ahead now to 1980. You'll noticed the blue gets a little bigger
as we keep going, we're up to 1990, 2000. And that's all due to statutory requirements. And over
the years, what has happened is that the distribution formulas have been heavily weighted towards
the racing industry and away from local government. Quite frankly, it was as if the cash cow was
discovered outside of this county and the amounts just kept going more and more to various
industry sources as opposed to local government. You'll notice that the amount to New York State
remains relatively constant over the years as the percentage, but something happened, and this is
not just Suffolk County. If you were to look at this across the State, this is what you would see
happening to every OTB region in the State.

I think more than anything | can say, highlights the problem with the distribution formulas. And one
of my personal serious concerns here is that this may have been fine at the beginning, you know,
early on. Yes, we certainly want to support the racing industry, we should, that's our product, that's
what we sell. But over the years, and especially the last five years, privately held tracks in this
State, not public entities, private industries, meaning a lot of the harness tracks in this State and
one privately owned thoroughbred track, all have had access to these video lottery terminals, which,
in effect, are slot machines, and they pretty much look like one. If any of you visited any of the race
tracks, Yonkers being the most recent, and there's one up in Canandaigua, New York, all over the
State, Monticello, a little place called Tioga Downs, they all now have revenue being generated from
video lottery terminals.

What are we, and | don't mean just Suffolk, but all six regions in this State, continuing to send
money to these tracks? I'll use my favorite example, which is Finger Lakes Race Track, | visit it
often, | vacation up there, | love it there, Finger Lakes, you know, great part of the State. | go to
the thoroughbred track there, they have put in a racino, which is what they like to call them. Suffolk
County sent, what, a million dollars, a little over a million dollars last year, to this place whose
parking lot is packed with visitors playing the LTs.

Now, a lot of the tracks will tell you, oh, well, we're not making as much money as we expected,
we're losing money on these tracks, that's just not quite the whole story. Part of the problem is
they projected -- and some of you might remember the presentation we made sometime back where
we were kind of hoping Suffolk County would get an option to have these things -- but they may
have projected they'd make $250 a machine. Well, now they're making 150 a machine. So they cry
the blues, we're not making what we thought we were going to make. But | believe Finger Lakes,
$35 million last year on their VLTs. Why do they need Suffolk County's $1 million? Quite frankly, I'd
much rather give it to you so that the taxpayers get some relief. But you look at that blue, that
color up there, that tells the whole story.

Now, we would not be asking, obviously, for your help if we weren't doing our part. And | think one
of the reasons I'm here, you as our oversight, certainly I want to you know we're doing our part.
And we have a very dedicated staff here today, all of whom, when | asked them two years ago to
renew and kind of bring a new fervor to our mission of providing revenue, all have committed to
that. And we're working at it, and we're going to do a lot more. But if we can't change it, it's not
going to matter what we do.

This is just a different demonstration of what's been happening with the numbers. Again, look at the
dark blue. It's staggering, you know. And it's just been happening, every year, it just keeps getting
more and more. When does it stop? And that's our biggest concern. And we do think we can help
change that, but we need everyone's help to do that. Was there another -- one more slide, | think?
I think that was it. Pretty much, that's in a nutshell where we are. But I think it's important,



certainly for the County to understand that this is the issue. And we kind of all need to stick
together here, and move ahead and try to make some of the changes that we think will not hurt the
State of New York, but will certainly help the taxpayers of Suffolk County.

CHAIRMAN D'AMARO:

Okay. Thank you, Mr. Casale. Very informative, very concise, as usual. So let me understand this,
you come in to manage OTB. We're in difficult economic times right now. You say, okay, I'm going
to try to do the right thing here. And we all know what that means, trying to save costs while
operating more efficiently.

MR. CASALE:
Yes.

CHAIRMAN D'AMARO:

So in your tenure, you enact several reforms, you went through them; you know, $224,000 less in

liability insurance premiums. Right there is a substantial savings. You do some other things. You

make OTB, in your mind and in our minds, more efficient saving money. And every dollar you save
in operating, freeze up that dollar to then come in to Suffolk County.

MR. CASALE:
That's correct.

CHAIRMAN D'AMARO:

Okay. You do all of that, but then you face this changing State formula that says no matter how
much you're becoming more efficient in freeing up funds, it's just, for lack of a better term, getting
sucked up through the Albany process.

MR. CASALE:
That's a pretty --

CHAIRMAN D'AMARO:
Is that accurate?

MR. CASALE:
-- description. Yeah.

CHAIRMAN D'AMARO:

And | find it interesting, because I've been working on something similar for my entire tenure here
with our school districts, where | had a commission that recently issued a report with 25
recommendations to become more efficient, hopefully, you know, not impacting education or
anything like that, but freeing up or trying to lower the school tax base by becoming more efficient
and saving money. But if you do all of that, it doesn't really make a difference if Long Island and
Suffolk County is not getting its fair share out of Albany. And that's what I'm seeing.

MR. CASALE:

I think you're right, Mr. Chairman. And | also think that Suffolk, at least from the OTB perspective,
is suffering even more than some of the other regions. One of the things that happens in the OTB
formulas is that we have to pay host communities. And what that means is anybody that has a
track. So, for instance, we pay the County of Ontario, granted it's a small amount of money, but
about 44, $4500 a year, something along those lines, goes to the County of Ontario or to Saratoga
County, because of the Saratoga Race Track. We also send -- help me here -- 350,000 or was it
600,0007? 1 think it was 600, $600,000 leaves Suffolk County OTB to go to the County of Nassau.
Now, you might have all been reading recently about EImont community needs, you know, economic
development. 1 think all of Long Island needs economic development. One of the concerns | have
about that is we send -- we, and that's just Suffolk -- $600,000 to the County of Nassau.



CHAIRMAN D'AMARO:
To the county itself?

MR. CASALE:
We send it to OTB.

CHAIRMAN D'AMARO:
To OTB.

MR. CASALE:
Nassau OTB. They're a pass-through agency, and then that goes off to the coffers of Nassau
County, because they have a track in their county.

CHAIRMAN D'AMARO:
Let me ask you a question. Just so we're clear, the revenue generated in the OTB sites in Suffolk
County is all generated in the County, is that a fair statement?

MR. CASALE:
Yes. Absolutely.

MS. GAZES:
It's all derived from wages that are placed in the County.

CHAIRMAN D'AMARO:
So we're only -- your revenue base is only from wages that are placed here in Suffolk County?

MR. CASALE:
Yes.

CHAIRMAN D'AMARO:
Yet when you send it up into the formula, that's where it gets dispersed down, and it doesn't rain as
heavily back here in Suffolk County. In fact --

MR. CASALE:
It doesn't rain at all in Suffolk County.

MS. GAZES:
What happens is they keep increasing these mandated payments that we have to make, and the
County gets whatever is left over is basically how it works.

CHAIRMAN D'AMARO:
Right. And I'm going to get to everyone who has questions in just one more minute.

MS. SEAMAN:
I just would like to add Suffolk is the only region that does not have a track. So all of the money
that we take in, we get nothing back because we don't have a track. We're the only region.

CHAIRMAN D'AMARO:
What would be the income to Suffolk County had the percentage remained constant?

MR. CASALE:
Wow. Tom has charts. Do you have it with you?

CHAIRMAN D'AMARO:
Then I'm going to defer to my colleagues.



MR. KILMARTIN:
The total was over 300 million. The formula hasn't changed since 1980.

MR. CASALE:

What Tom is saying -- Tom is one of our budget people at OTB. If the formulas had not changed,
let's say they had stayed constant, that

200 million that we're touting that we sent to the county probably would have been 300 million.

CHAIRMAN D'AMARO:
It's substantial.

MR. CASALE:
It's substantial.

CHAIRMAN D'AMARO:
And just very quickly, those funds are being sent to the -- what you call in your graphs -- the racing
industry?

MR. CASALE:
Yeah. And racing industry would be mean the tracks, the horsemen, you know, various sources.

CHAIRMAN D'AMARO:
But part of that are the tracks that are now increasing and handling revenues through these LTS.

MR. CASALE:
Yes.

CHAIRMAN D'AMARO:
Which we don't have in Suffolk County.

MR. CASALE:
That's correct.

CHAIRMAN D'AMARO:
So we can legitimately question the need for that revenues at these other sites.

MR. CASALE:
Yes.

CHAIRMAN D'AMARO:
And all of this, just to come full circle, what we're really talking about is how we provide relief to
county taxpayers through our revenue source of OTB.

MR. CASALE:

Yes. | don't want to really belabor all the finer points, but if you look at the package that | sent you,
I think a lot of that information is in there about -- because it's not just about the tracks. There are
elements of that racing industry that we have remit to.

CHAIRMAN D'AMARO:
Okay. Some of my colleagues, members of the committee, have questions. We'll start with
Legislator Viloria-Fisher.

LEG. VILORIA-FISHER:

Thank you, Mr. Chair. And thank you to all of you for being here. Very informative. Although we
receive things at the office, somehow having them presented here and having the Power Point charts
before us makes everything much more clear. My question goes to what the Chair was just eluding



to. If we were to implement both the statutory changes and the new business model that your
proposing, you're saying that rather than having what | saw in the charts as the difference between
the 1990s and the new -- this millennium being a negative difference of about $13 million. You're
saying that in real dollars, the annualized increase in revenue to Suffolk County would be in the
vicinity of an increase of $100 million.

MR. CASALE:
No. That would have been since the inception. In other words, if we had applied the formulas -- left
the formulas the way --

LEG. VILORIA-FISHER:
Cumulative.

MR. CASALE:
Correct.

LEG. VILORIA-FISHER:

What then do you -- would you anticipate in real -- and I'm asking you to project and maybe look
into a crystal ball, but you probably thought of this yourselves -- if we were to implement the statute
and business model changes, what kind of increase would we be able to realize in real dollars
annualized to Suffolk County?

MR. CASALE:
Our base estimates, and they are estimates right now -- but we do have some economists.

MS. SEAMAN:
Over two.

MR. CASALE:

It was over two. Currently, we're sending about 2.5 now, which is low. And we would think if we
were to be successful, that in the first year, we might see an initial increase of about 350 to
$500,000 just in the first year. Over the long haul, and | wouldn't mean that long, it really depends
on how much business we do, but we think we can increase that. You know, ideally, | think we can
get back up to that $6 million dollars a year that we used to -- we used to be able to provide the
County. | think we can make some significant leaps and bounds. | don't want to overpromise,
because with the economy being the way it is, we're not generating as much handle as we used to.
We're entertainment, and we're disposable income, less people betting. But we can certainly make
some significant increase.

LEG. VILORIA-FISHER:
But we could get it, your anticipating, from 2.5 to 3 million.

MR. CASALE:
I think we can get back up to that. Yeah, 3 million to five, all the way up to five or 6 million.

MS. SEAMAN:

Again, it all depends on what portions of the formula get changed by the State Legislature. It could
go, you know, as high as an additional two to $3 million depending on what statutory requirements
are changed.

LEG. VILORIA-FISHER:

And in addressing those statutory requirements, how many different formula are there? 1| know it's
complex, but --

MS. SEAMAN:



It's very complex.

LEG. VILORIA-FISHER:

But when we're attacking this, we're asking Legislators to put -- would they be free-standing pieces
of legislation or would they be addressed as part of the budget process? How would they be
addressed and -- because we want to know what to aim for here.

MR. CASALE:
I'm smiling because if any of us could figure out how Albany works -- because you're asking a really
good question.

CHAIRMAN D'AMARO:
Them we could reform it.

MR. CASALE:

A lot of legislation over the years with racing, because it is so complicated, have occurred at the
11th hour, you know, of the budget session, and they just slap things together and never look at
really the impact it's having on local communities. And then they'll do an, "uh-oh" after they've
already, you know, passed the legislation.

So | really don't know in what form it will take. | suspect this year, though, they are -- because of
the New York City issue, our trying to address the OTB question, our concern is that they're only
going to address it in the light of the New York City situation and not apply it to all six regions. It
needs to be applied to all six regions. We have spoken in our proposals in somewhat broad strokes,
but we do have the detail, obviously, and it -- you're absolutely right, it's very tedious, it's very
complicated.

There are people certainly in the State Senate and State Assembly who understand it and work with
it, and we are speaking to them. | want to point out -- | don't mean to beat up on Albany so
much --

LEG. VILORIA-FISHER:
It's okay.

MR. CASALE:

-- because we have some excellent representatives here in Suffolk County who have been
enormously helpful to us and have lent a sympathetic ear; Assemblyman Sweeney and
Assemblyman Alessi. And from the other side of the aisle, we certainly have heard from
Assemblyman Boyle, Assemblyman Conte, people who are now starting to understand the plight that
we have. So | guess it was a long winded way of saying to you it is complicated, but we do have a
way to wade through all that and get -- and break it down to its essential elements. The devil is
always in the details, though.

MS. GAZES:

Just to cite one of the examples, though, one of the things that Jeff eluded to earlier was increasing
what we call take out. What we take out is the portion of the wager that doesn't go back into the
pool as winnings, in other words, the commission on the wager. Those rates are set by statute. The
example that | want to cite is that a 1% increase in the take out for NYRA tracks, which are
Belmont, Saratoga and Aqueduct, would mean an $800,000 increase in revenue to Suffolk OTB
alone. That's just one example of how a small change in a law could have a huge impact.

The only other thing I wanted to mention was there is one new rule that we're required to comply
with now, it's called GASBY 45, you've probably heard of it, because the County also has to comply
with it. The difference is that we are -- because we are a public benefit corporation, we are required
to use full accrual accounting, meaning that we have fund that liability unless they give us a special
rule to report that liability, but carve it out of the amount that we have to turn over to the County at



the end of the year. So that's another Legislative relief that we'd be looking for as well, is to be able
-- have the ability to report, but not necessarily take that number off the bottom line when we're
calculating the profit that gets turned over to the County.

MR. CASALE:

Just quickly, really to get back to your question, there are six sections of the New York State Racing
and Wagering Law that would have to be amended and adjusted, if you were to follow through on
what we have proposed.

LEG. VILORIA-FISHER:
And just very quickly -- and we may have to have a private conversation about this, because I'm so
confused about the New York City impact.

MR. CASALE:
You should be.

LEG. VILORIA-FISHER:
Which is the decisions that we made regarding the racetracks seem to favor New York City and not
Nassau, so I'm very confused about that. That may be a whole other conversation.

MR. CASALE:
Yeah. That is a lengthy separate discussion, really, regarding --

LEG. VILORIA-FISHER:
The New York racing --

MR. CASALE:
The franchise, yes. And there are other issues regarding VLTSs.

LEG. VILORIA-FISHER:
And that's a whole different set of statutes and rules --

MR. CASALE:
Correct.

LEG. VILORIA-FISHER:
-- separate from the OTB.

MR. CASALE:
Yeah. It's connected, but it's a separate -- separate concern.

LEG. VILORIA-FISHER:
Thank you.

MR. CASALE:
Certainly, I'll sit with you and go over that with you.

LEG. VILORIA-FISHER:
Yeah, because you really confused me more on that, because it seemed to be New York City was
getting the benefit of that and not Nassau County, because of --

MR. CASALE:

It might appear that way, but that is not necessarily true. And the local -- the VLT revenue does not
necessarily accrue to the local community. It would accrue to the track. So | never quite
understood why there was such a push to VLTs at Belmont Racetrack in addition to Aqueduct, but
I'm not privy to the discussions that were taking place. 1 think it's very confusing.



LEG. VILORIA-FISHER:
Okay. Thank you.

CHAIRMAN D'AMARO:

Thank you, Legislator Viloria-Fisher. I'm going to turn to our

Vice-Chair, Legislator Beedenbender, in one moment. Mr. Casale, | have a quick question. You
mentioned as part of your plan that some of the things you mentioned were shared services
between the six OTB, shared internet wagering platform, sharing insurance, purchasing power,
things like that, again, very similar to what | was talking about with school districts --

MR. CASALE:
Absolutely.

CHAIRMAN D'AMARO:
-- as well. Would those changes also require State Legislation?

MR. CASALE:

It wouldn't necessarily require it. | have taken the position, perhaps a little more aggressively than
my colleagues, that if you're not going to do it voluntarily, |1 think we need to be legislated into doing
it. That's how strongly | feel about it. | have presented this to the other OTB Presidents
two-and-a-half years ago at a President's Meeting. It was not warmly embraced initially, but I have
been a little bit unrelenting, as have my staff, and we've -- some of them are coming around.
They're starting to understand.

CHAIRMAN D'AMARO:
But in the first instance, you prefer to have that done --

MR. CASALE:

I would prefer that we do it voluntarily by creating an association of OTBs to share in these services.
If we need State approval to do that, obviously we would seek it. But short of not doing it
voluntarily, | think it's so important that we should be legislated in doing it. And | have absolutely
no problem in supporting that.

CHAIRMAN D'AMARO:

Once again, it's important that we all continue to talk about this, because we need to be heard in
Albany whether we're talking about OTB becoming more efficiently, pooling services, increasing
bargaining power, whether we're talking about school districts, governments. | even know County
Executive Suozzi in our neighboring county is on this. And the more we talk about and the more we
apply the pressure, | think it has a chance of being heard.

MR. CASALE:

I'm sure you have run into the same -- | mean, | certainly agree with everything you've attempted
to do with the school districts, | think that is the way to go. And I'm sure you've run into the same
resistance on some levels where people say, well, we're going to lose local control if we do that, and
that's it just not true. You don't have to give up local control, and that's what | have explained to
my colleagues with OTB.

We need to be sensitive to local concerns, and there needs to be local control, for instance,
oversight, placement of a branch or any of

the -- we know our communities better, we know what we need to do, but where we can share and
cut costs, we need to do that. And we have to be legislated into doing it, so it be.

CHAIRMAN D'AMARO:
And if you ask taxpayers about local control or their bottom line taxes, | can tell you which they'd
rather see addressed quickly. Not that we should give up local control, but you're right, we're not



talking about that, we're talking about something different.

MR. CASALE:
Absolutely.

CHAIRMAN D'AMARO:
Okay. Well, I thank you for that. I'm going to turn it over to our Vice-Chair, Legislator
Beedenbender.

LEG. BEEDENBENDER:
Hey, Jeff, how are you?

MR. CASALE:
Good.

LEG. BEEDENBENDER:

I want to talk quickly -- you were talking -- you said a couple of times, "no cost to the taxpayer,"
and I'm trying to understand it a little more, because when you said a lot of people have the
misconception, you can list me as one them. So | guess I'm asking, when you say no cost, it's not
just that your producing more and you're not at a deficit, is that you pay for everything in your
organization.

MR. CASALE:

Yes. We generate our own revenue. Obviously, in the formulas, and we're even regulated as to how
much we can retain for our own operations. But whatever we spend on our salaries, on our vehicles,
on our maintenance, on putting up a building, that is -- comes out of our revenue that we -- our
operating revenue. And, of course, if we cut that, as we have been, that accrues to the benefit of
the County. So it is in our interest to reduce our costs, because it is in your interest, obviously, to
increase the revenue we give you. And that's what we have been attempting to do.

When | say no cost to the taxpayer, the reason | make that distinction, | have literally been
confronted by citizens who say, well, they're just eating up, you know, my money. Well, no, we're
giving you money. It costs you nothing to have us here, | mean, other than whatever criticisms you
might have had in the past. But we are giving the County two and a half million dollars a year. |
would like it to be

6 million a year, I'd like it to be 10 million a year. As | side, we're doing our best to do that, but we
generate our own revenue -- as a public benefit corporation, we generate our own revenue. It
comes out of you all the wagers, and when we divvy everything up, that's what's left over to the
County, which is why we're trying to cut our expenses, so that there will be more available to the
County.

LEG. BEEDENBENDER:
But OTB employees are Suffolk County Employees.

MR. CASALE:
No, they are not.

LEG. BEEDENBENDER:
They are not?

MR. CASALE:
They are Suffolk County Off Track Betting Corporation employees. We're a public benefit
corporation separate and distinct from the County.

LEG. BEEDENBENDER:
Okay. Well, then I just two other, I think -- well, one simple question. How many branches?



MR. CASALE:

Suffolk has 14 branches. Obviously, it's a big county, so we're spread out all the way from
Southampton to East Farmingdale. We also have the telephone room, what we call the telephone
room, in -- which, in effect, is a 15th branch. That's located in Hauppauge. And that -- we take all
the phone calls, phone wagering, which is a significant amount of activity not just for Suffolk County
OTB, we provide that service to Nassau County OTB. And we have nine Qwik Bet locations, which is
a remote station at some of our local pubs and what have you.

LEG. BEEDENBENDER:
Okay. And the last thing | wanted to talk about was VLTs. | know -- correct me if I'm wrong, but
the State Law gave that to the private tracks.

MR. CASALE:
Yes. And also they've awarded it to NYRA Aqueduct Racetrack.

LEG. BEEDENBENDER:
At the time, there was a push for local OTBs to have the same service.

MR. CASALE:
Yes.

LEG. BEEDENBENDER:
And obviously -- is that dead?

MR. CASALE:

I don't believe that issue is dead yet. | think we need to first solve the issues that we presented
today, but I also think that Suffolk has a particular claim for VLT revenue, and the reason | say that
is because we don't have a track in our midst right now. The only way you can have as access to
VLT revenue is if you have a racetrack in your community. We don't have that. | think -- and we
have suggested on several occasions that Suffolk should at least be given the opportunity, whether
it's 500 machines, 1000 machines, that we should be able to have that, and we should be able to
work with it, and even if it's an experimental basis, to see what kind of revenue we can generate.

We all know no one wants to raise taxes anymore. And people are leaving this County everyday to
go to New Jersey and Connecticut and now Yonkers, and pretty soon Aqueduct. They're leaving
Suffolk County. That money is being spent elsewhere, and other counties are getting the benefit of
that revenue. We don't have a track, we will not have that opportunity to have VLTs, unless they
change the law and allow Suffolk special exception to have those VLT revenues.

LEG. BEEDENBENDER:
You said most tracks are making -- | think you said $150 a machine.

MR. CASALE:
There's all kinds of estimates. Some are doing better than others.

LEG. BEEDENBENDER:
Over what period of time?

MR. CASALE:
That would be in a year.

MS. SEAMAN:
Per day.

MR. CASALE:



Per day, I'm sorry. One hundred and fifty dollars per machine per day. Now, some are lower, some
are higher. You know, Saratoga Harness | think is one of the most successful, up in Canandaigua is
also successful. They're doing quite well.

LEG. BEEDENBENDER:
Okay.

MR. CASALE:
I was just reminded, Saratoga Harness, which is not part of NYRA, has 1100 machines. Think about
that.

LEG. BEEDENBENDER:

Now, | don't know if it's possible to even estimate this, Jeff, but of that $150, they would be make
how much -- under a system -- like, let's pretend that Albany gave us the -- how much would we
get?

MR. CASALE:
If you look at that package | sent to you, | think it's in my study.

LEG. BEEDENBENDER:
I forgot my assignment today.

MR. CASALE:

Take a look at it and I'll gladly talk with you individually about it. But in that packet that | sent to
you are some projections. And we did three scenarios, whether it would be a low, middle, high, it's
in there. And certainly I'll sit with you and we'll go over it. But there's some interesting facts in
there.

MS. SEAMAN:
The bulk of the Video Lottery Terminal money goes back to the Lottery Commission. So the money
would go to lower, really, taxes and education.

MR. CASALE:
Right. It's a double -- it's a double --

LEG. BEEDENBENDER:
Theoretically.

MR. CASALE:
It's a double benefit, because the State would be generating more lot