REPORT TO JOINT STANDING COMMITTEE ON LEGAL AND VETERANS
AFFAIRS

REVIEW OF ALLOCATION OF SLOT MACHINE REVENUE ( ‘the CASCADE’)

Submitted on behalf of
LRI, Inc. d/b/a Winner’s Circle OTB

Lewiston, Maine 04240

LRI, Inc. has been in operation as an Off Track wagering facility ( OTB ) since 1995. At that time,
the OTBs in the State of Maine, were the single reason that harness racing continued. Like
most parts of this Industry, it was developed to become a viable part of the Industry and
provide economic stimulus to the rest of the Industry. It acted as a lifeline, to match changes in
technology and the ever changing world. As it did to all of its Industry compatriots that existed
prior, it too needed a lifeline, with the addition of a Racino in the State of Maine. Negotiations
between the Racino and the Industry produced a model, whereby additional funds not
contemplated by the Voter’s Referendum, would go to the State of Maine, and each participant
in the Industry. The greater good of sustaining the Industry in its entirety and softening the
economic hardship that a Racino would place on the Industry was turned in to Legislation by
your predecessors on the Legal and Veterans Affair Committee. Through much testimony, and
the learning of the Industry, the prior Committee saw economic value in using additional funds
which the Racino operator agreed to distribute, to sustain the economic benefit of this proud
and historic broad reaching Industry.

The result was exactly as the law had intended. For without this “cascade” many participants in
the Industry would no longer be viable. While | won’t talk to the benefits achieved by the Sires
Stakes, the purses that the Industry races for, the Tracks not fortunate enough to have slot
revenue, and the broad based and historic Fairs of our Great State, | will speak to what the
cascade has done for the OTBs.

Without this cascade, Lewiston and Brunswick would not have been able to build new facilities
and modernize their facilities to reach out further to broaden the fan base. While both of them
did their construction at a time when the economy was collapsing; this speaks volumes as to
their dedication to the Industry and their reliance on the future of the cascade. Every OTB
facility would be operating at a loss if it were not for the cascade. At the time of the Racino



passing, there was legislation that would have placed slot machines in each of the OTBs ( as
well as Scarborough Downs), giving life blood to them, to the Industry and the State. This
legislation was overwhelmingly supported by 85+% of the then existing legislature and waiting
for a Governor’s signature. As part of the negotiations to not get into a veto fight, the Governor
and Legislature suggested with the approval of the Industry and the Racino operator this
cascade of funds generated from a percentage of revenue that was suppose to stay with the
Racino according to the Voter’s Referendum.

It would be a mistake to look at any single portion of the cascade, since each of the participants
pay to the State and others, far more than they receive. Since the cascade of funds from the
Racino first started, the following chart shows money received by the Lewiston OTB and money
generated and paid the State of Maine.

Racino Fund to OTB Money Paid to the State of Maine
2005 17,788.56 937,948.81
2006 159,373.20 867,287.00
2007 185,773.20 795,816.80 ( NEW OTB Constructed 11/07)
2008 234,785.80 865,996.75
2009 240,157.20 729,929.88
2010 proj 150,943.62 estimate 635,000.00 estimate

As you can see, we pay into the State a far greater amount of money than we generate ( money
we earn ) from the Racino cascade. The economic impact of the funds we generate for the
Industry make this an even greater number. Clearly, it would be a mistake and short sighted to
change the cascade and lose the benefit of the OTB:s.

In our case, the Lewiston OTB went even a step further building a $1 Million facility to revitalize
the handle and the funds generated by the OTB. We succeeded but have fallen into one of the
worse economic climates of our time. We invested money we needed just to operate to
benefit all within the Industry and the State. We invested more than we have received from
the cascade. Again, clearly matching the intentions of what this cascade was to do for the
OTBs.

It has been questioned as to what guidance or assurance there is that these funds are doing
what they were intended. Each year the Racing Commission overseas our financials and our list
of capital improvements. Each year it has become clearer that this cascade is necessary for
operating expenses alone. We pay too great of a percentage to the State and the Industry



participants with the basic formula of the OTB existence. The Tracks offer the same wagering
on out of state signals and keep 50% more of their income. Since 1995, we have operated
without the ability to raise pricing since it is a formula of the law, while expenses around us
have grown annually. (if they grew 3% per year, then they have gone up 45% since our
inception while our ability to raise pricing has been ZERO ). We earn and pay to the State a
greater income number, than we ever receive from the cascade but we, as participants in the
industry participate. We give the State almost 50% of what we earn. To take one away without
an adjustment of the other will be suicide and statement that you no longer want the benefit of
what these operations bring to the Industry and to the economic impact we create for jobs,
local suppliers, real estate taxes and consumer spending. All of these factors were discussed in
the “the Economic Impact of the Equine Industry in Maine” as it pertains to the impact of
harness racing for the State of Maine. The conclusions were astounding as to the Millions
generated and jobs created.

The following outlines our income, money generated for the State of Maine, and the expenses
that have been rising over the 15 years of our existence without the ability to raise our pricing.
Also note, that almost 50% of our income generated goes to the State. This is the highest taxed
OTB model in the United States and for that matter in the world. It is the layered industry that
this State has created that makes it work. But like a house of cards, one card removed ( one
income source changed ) and the results will be a crashing of the Industry and many of its
participants.

Winner's Circle OTB 2008 -2009

2008 2009
Employees 28 27
Amount Wagered 8,724,187 7,717,567
Amount Kept by OTB 989,981 843,056
Amount Sent to State of Maine 865,997 729,930
Salaries and Wages 547,102 527,351

Handle Related Expenses
Track fees 364,297 316,932
Totalizator fee 54,000 53,980
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