MINUTES

OREGON RACING COMMISSION

February 16, 2006
The Oregon Racing Commission met on Thursday, February 16, 2006, at 1:30 p.m. in Room 123, 800 NE Oregon Street, Portland, OR.  Commissioners in attendance were Chair Jeff Gilmour, Lisa Metcalf, and Todd Thorne. Commissioner Julianne Davis was excused.  The governor has not yet appointed an individual for the vacant commissioner position.  The Executive Director, Jodi Hanson, was absent for today’s meeting due to illness.
Agenda items were discussed in the following order with resulting actions:
1. Approval of January 19, 2006 Minutes
ACTION: MOTION (Thorne)
Approve minutes as submitted.

VOTE:
3 Aye, 0 Nay, 1 Excused

 
2.   Portland Meadows Update Report

Dwayne Yuzik, General Manager, Portland Meadows, and Jerry Kohls, Racing Secretary, were present to answer questions. Information and discussions included the following:

a. Wagering Report for eighteen weeks of live racing: The total number of races run is off about 11%, having run 43 days this year compared to last year’s 49, which attributes to most of the decrease. Overall state wagering is off 2%. 
b. Sand was added to the track last month. During the inclement weather, the track is being worked to maintain a good racing surface.

c. Portland Meadows is no longer operating under the Consent Decree with the EPA, but will continue current operating practices and will remain extremely responsible regarding environmental issues.
d. Sunshine Millions Day on January 28th was very successful. 
e. Portland Meadows’ objective is to run 720 races this year. In an effort to make up for the race days cancelled due to inclement weather, they are running ten races on Mondays. If possible, the Racing Secretary will try to write ten races on Saturday or Sunday, otherwise, they may add an additional race day at the end of the meet. The last two Mondays, the total handle was in excess of $800,000; the goal is to reach a million dollar day before the meet is finished.
f. Currently, there are 720 horses stabled on the grounds, which is 30 more than last year at this time. Average field size is 7.65 although this Sunday, the Portland Meadows Championship 440 yard Quarter Horse race should have a full field of ten.
g. Jerry Kohls mailed a letter to all county fair directors offering his assistance regarding race office software, producing the program or any other questions that they might have. Mr. Kohls agreed to also extend his offer to the Racing Secretary for the county fairs.
h. The bi-weekly track surface meetings continue and the feedback is that they are pleased with the track surface and the preventative maintenance program. Invited Commissioner Metcalf to join them for one of the meetings which are held every second Friday.

3. Jockey Insurance Update
Doug Smith, Crooked River Roundup; Rod Lowe, Southern Oregon Horse Racing Association; and Ron Sutton, Vice President, Oregon Horsemen’s Benevolent & Protective Association, Inc. were present to answer questions. Information and discussions included the following:
a. The $100,000 jockey insurance policy required for the small race meets has been increased to $500,000. It raised the cost of insurance to $3,836 per day and the total cost of 28 days of summer racing to $107,408.  That is a substantial increase and a cost that is beyond the ability of what any of the county fairs could pay.
b. A meeting was held this morning and attended by the Oregon Quarter Horse Racing Association, the Oregon HBPA, and representatives from Union, Burns, Grants Pass, Tillamook and Prineville race meets. The plan they came up with to fund the $107,408 jockey insurance cost is as follows:  
· Race tracks increase fee from $1,360 to $1,500 per day = $42,000.

· The Oregon HBPA and the Oregon Quarter Horse Racing Association contribute a total of $14,508; 70% and 30% of that amount respectively.

· The Hub purse supplement is currently $2,000 per race. With about 259 races, the tracks would decrease the amount going to purses to $1,900 per race, leaving $100.00 per race = $25,900.

· The Jockey Incentive Program is currently providing a $35,000 allotment. Decrease that to $10,000 = $25,000.

c. Because Grants Pass racing begins in less than 90 days, it’s important to get the issue resolved. They will continue to look for other ways to provide the insurance for the jockeys and therefore, the numbers given today may change slightly.
Commissioner Metcalf commended them for reaching an agreement in a short period of time and inquired as to the jockeys’ reaction to this proposal since $25,000 will be taken out of their incentive program: They stated that, while they did not have a Jockey Guild member present, they believed that the jockeys would be supportive of the plan as they would rather have the insurance coverage and be able to work the five summer race meets rather than receive the additional $25,000 from the Jockey Incentive Program. They also clarified that the insurance would be a comprehensive policy, including a $200.00 per week loss of work compensation on top of the $500,000 accidental coverage. (Note: The Jockey Incentive Program’s initial allotment was $15,000 for 2002 and 2003; $25,000 for 2004; and $35,000 for 2004 and 2005.)
Commissioner Thorne added his appreciation for their ability to come up with a solution to this challenging issue and the cooperation that it took for everyone in the industry to come to an agreement. 
ACTION: MOTION (Metcalf)
Endorse this proposal

VOTE:
3 Aye, 0 Nay, 1 Excused

4.  Youbet.com, Inc. Operating Plan Amendment

Following is a transcript of this agenda item:

Powell:
Thank you, Chairman Gilmour, Commissioner Metcalf, Commissioner Thorne, my name is Lonny Powell. I am Vice President of Public Affairs for Youbet.com and with me is Joe Hasson, another one of the Youbet Vice Presidents. We’re before you today to ask for an amendment to our current plan of operations to once again include the option of live telephone operators. We had that option in our operating plan a number of years ago as it was approved by the Commission and had removed it ourselves thinking that our business was going to be done in its entirety over the internet and touchtone phone. We now have come to realize that there are a number of patrons that would like to have the ability to make live contact with a live operator, though a vast majority of our business we know will continue to be on the internet. The customer demand is particular from the high end customers who like to have the human contact and that leads us to want to again include it as an option as it was once incorporated into our operating plan. I’ll read a little bit from the Operating Plan Amendment that was submitted to you for the background. The operators would be located within the Youbet wholly owned subsidiary of International Racing Group. They’ll be managed by Youbet.com as well as IRG. The live call center will be equipped with betting terminals provided by Amtote and they will come through the Oregon Amtote hub. They will be recorded and kept on file for the record and will be accessible to the Commission. The Amtote totalizator system,as well as, of course, the IRG operation and the Youbet opertions are all under the supervision and regulation of the Oregon Racing Commission through your past approvals. The operators will be contractual situation for us. They’ll actually be separate of the IRG operations and customers and we know that there is a precedent already for approval of live telephone operators for account wagering here in Oregon, within the state of Oregon or outside the state of Oregon. With that, we would respectfully request your approval and we’re certainly here to answer any questions you might have as well.
Gilmour:

Thank you. I have a few questions, and I will be very frank with you. I read this request, personally, several 



times and I’ve talked to Jeff True concerning that. It raised other issues for me and I’ll share some of those 



issues with you. 

Powell:

Sure.

Gilmour:

There was: Live operators are not licensed by the state of Oregon. Correct?
Powell:

I don’t know. With the XpressBet operators in Pennsylvania, are they licensed by the state of Oregon? 
Gilmour:

I don’t know the answer. I assume they’re not. They’re not within our jurisdiction.

Powell:

Right. So you have the precedent of having operators out of the state of Oregon right now.

Gilmour:

Right. But, XpressBet’s in the United States, too, correct?

Powell:

That’s correct.

Gilmour:

Okay. And the tote: Didn’t Youbet just buy a tote?

Powell:

We just bought United Tote.

Gilmour:

United Tote.

Powell:

Yes.

Gilmour:

Which tote are you going to be using?

Powell:

Amtote.

Gilmour:

Amtote.

Powell:

That’s the Oregon tote for Youbet-
Gilmour:

So, first of all, you bought a tote, but you’re not going to be using that tote?

Powell:

No, because Youbet uses Amtote in Oregon. United Tote is for IRG.

Gilmour:

And, we don’t as a Commission license totes, do we?

Powell:

I’d have to ask you that question.

Gilmour:

I don’t think we do. Totes are not licensed. That’s correct. Well, here’s the good news and bad news. You don’t



have the votes to amend your rules today. The good news is that, I think, for the industry as a whole, the next 


item on the agenda is that we take a look at, for the first time, a review of all of our hub licensing rules. And the reason I think it’s a good idea is because it hasn’t been done. And, we are getting different amendments by different licensees, so I’m not picking on you, in particular. You just happen to be the person up here. I think that what we would like to do is to review where we’re at, where we’ve been and where we’re going to go. Because I believe as a Commission who is issuing these licenses, our credibility as a Commission to issue licenses shouldn’t be put into jeopardy by things that we can not control or can not regulate. I think your request at this time, before we go through that review, would be premature in my personal opinion.
Powell:
Thank you, Mr. Chair. A couple of questions, since you know that we don’t have the votes, can you explain how the votes went?

Gilmour:
We haven’t taken a vote so I don’t have to.

Powell:
But, you advised me that we didn’t have them.

Gilmour:
That’s correct. I’m just doing a mathematical - by the members of the Commission

Powell:
Okay. Of all the racing commission meetings I’ve ever attended in my career, that’s a first.

Gilmour:
If you would like us to vote on your issue, for the record, we’d be more than happy to -
Powell:
- it’s not nec-

Gilmour:
- at this time, I was just trying to be up front and honest -
Powell:
- that’s not necessary, sir. Secondly, I guess, first of all, we’ve enjoyed our relationship with Oregon. Oregon had the foresight to get involved in multi-jurisdictional hub licensing and was really at the front end of it. It’s one of the most innovative moves that’s ever happened in recent times in the industry. We’ve enjoyed our relationship with Oregon. But, one of the reasons has been that not only has it been an innovative industry, but it’s been very user friendly to account wagering companies. I think I can speak for all the account wagering companies that way. There are a lot of hub jurisdictions out there these days and it’s a very competitive area. I encourage you to look at what’s going on in the country and when you consider looking at your account wagering or your ADW rules, to really take a global approach in terms of looking at what your priorities and your considerations are. It’s our business to do that. Again, we’ve enjoyed the relationship very much as a company, the number one advanced deposit wagering company in the country, who has contributed significantly to this industry here in Oregon, as recently as even bringing in a new hub. We hope Oregon can remain as innovative and as competitive as has been, to date. Again, we’ve enjoyed the relationship, but as a business, we are going to continue to grow and innovate ourselves and we hope we can continue to do that together.
Gilmour:
I appreciate your comments and with the comments you’ve made, I would assume that you’d be an active role through our “government process” which is to review the rules. As it is an open public process, I would encourage you and other hubs to join in that process. Maybe we can make the process work better. I think after five or six years, it’s time to take a look at where we’re going and where we’ve been because of changes in technology and because of changes in piece meal applications or amendments to each hub. Every hub has made a request to amend their license. So, maybe we ought to take a look at what is the Commission’s role in accepting those application changes and whether we ought to have policy that says this goes too far within our rules, this is acceptable and this is not. That’s where I’m coming from.

Powell:
Amendments can be a healthy thing –
Gilmour:
- absolutely.

Powell:
- committees amend all the time. 
Gilmour:
Absolutely.

Powell:
I do encourage you to look at other jurisdictions, as well. You’ve probably seen the state of Kentucky has come forward with their own hub, where in fact, they can economically be more competitive than Oregon. They’re not going to be alone. There are many others out there. I would encourage you to take a very global view of what’s going on and I would trust that rather than slowing the innovation of account wagering down that you would move with haste on the rules revisions you are talking about or the policy reviews. Because otherwise, a state that was once innovative becomes just the opposite.
Gilmour:
And that’s why you see the next item on the agenda as the announcement that we’re going to request to start that rule making process which is notification and has several different steps in it in anticipation to have the meetings fully discuss the statutes and the rules so that we’ll have plenty of time for all the new licensees or re-licensees within our normal licensing framework which starts July 1. That’s the anticipated time.

Powell:
And what I do understand, for the record, is that one ADW right now is permitted to have live operators outside the state of Oregon and that’s okay, but we are being turned down. I just want to make that clear. 

Gilmour:
To my knowledge, the last request that Youbet made was made quite quickly and so it’s not as though that you have been as a hub, singled out. That’s correct.

Powell:
My question was if there is an ADW licensed in Oregon that has telephone operators outside the state of Oregon and that’s okay, but we are being denied the same thing. I just want to-

Gilmour:
- at this point –

Powell:
- yes.

Gilmour:
Your request for out of nation live operators is being denied. 

Powell:
But, you would approve it if it was within the US?

Gilmour:
I didn’t say that. You did.

Powell:
Okay. But for the record, there is a licensed ADW that’s allowed to have live operators outside the state of Oregon, right now, and we are being denied for the same request.
Gilmour:
Yes.

Powell:
Okay. Thank you.

Hasson:
Thank you, Commissioners.

Gilmour:
Okay. Any other comments by the audience on this agenda item? Let’s move on then to the next agenda item.

5.  Oregon HBPA Source Market Fees with Youbet.com, Inc.

Dick Cartney, Executive Director of Oregon Horsemen’s Benevolent & Protective Association requested that this issue be withdrawn from the agenda at this time as they are making significant progress with Youbet and feel confident that they will be able to come to a resolution without the Commission’s consideration. In response to Chair Gilmour’s question, Mr. Cartney agreed to report the final results to the Racing Commission.
6.  Commission to go to rule making for OAR 462 Divisions 210 & 220 

Following is a transcript of this agenda item:
Thorne:

I’m just going to make a couple of comments here regarding the Youbet request. We face a lot of challenges
this year and I think were going to continue to face a bunch of challenges. I just wanted to point out, I 
appreciate you all being here, number one. We appreciate you coming up. We appreciate you operating in
Oregon and we hope to maintain that relationship going forward. But, when we looked at IRG, to me that was a unique situation. It was an operation that you bought that was already operating out of the country and presented us with a niche market that was appealing to me. I voted for it because I liked what you were doing and, given the challenges that we all face, we need to look at this sort of stuff. But, again, it was a bit of a special situation. Our rules right now allow us to interpret things differently. That can be good and bad. It can be good because we have flexibility to do some aggressive things. It can be bad because we lack standardization. What we want to do is look at the rules and try to define things a bit better so that everybody understands what our philosophy is. It hasn’t been clear. We want to make it clear. I think we, as a Racing Commission, have kind of let everybody down and I’ll take responsibility for it. We can’t just make case by case decisions and use lots of variable interpretation anymore because things are changing and people need to have an understanding of what are philosophy is and it has to be clear. And so, we have to define it. And to define that, we need to look at these rules and we have to make sure that we have rules that everybody understands. So when they come in, they understand what they are going to get. We aren’t trying to single you out. We’re trying to maintain standardization and credibility in our rules. I apologize, but that’s what we are trying to do. 
ACTION: MOTION (Thorne)   Begin rule making process on Chapter 462 Divisions 210 & 220. The subcommittee will be co-chaired by Commissioners Todd Thorne and Julianne Davis. 
VOTE:
 3 Aye, 0 Nay, 1 Excused 



7.  Confirmation of Next Commission Meeting – March 16, 2006


All Commissioners present stated that they would be able to attend.


8.  Public Comment  
Chair Gilmour invited anyone in the audience to speak to the Commission

if they desired.
· Tracy Barker stated that he was very happy to see the industry working together to resolve the jockey insurance issue. 
There being no further business, the meeting was adjourned.
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