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Following is a transcript of the meeting:
Johnson:
I’m going to go ahead and call to order the special teleconference meeting of the Oregon Racing Commission. Today is October 19th 2007; it is 3:43. Commissioners present on the conference call are myself, Kerry Johnson; Commissioners please identify yourself as present. Vice Chair, Robson?

Robson:
Yes.

Johnson:
Commissioner Dudley?

Dudley:
Present.

Johnson:
Commissioner Metcalf? Commissioner Metcalf is not joining us today. Commissioner Williamson?

Williamson:
Here.

Johnson:
And, for our counsel, Kelly Gabliks?

Gabliks:
Here.

Johnson:
For staff today, we have Executive Director Randy Evers?

Evers:
I’m present.

Johnson:
Gordon Tallman?

Tallman:
Present.

Johnson:
Are there any others from the ORC staff that I have not identified?

Simmons:
Ginger Simmons.

Johnson:
Thank you, Ginger. I would like for anyone else on the telephone conference today to please identify yourself. We’ll start with any representatives that we have from IRG.

Gallo:
You have Victor Gallo from Youbet/IRG and outside counsel, David Schindler.

Johnson:
Okay. Is there anyone else on the line? Very well, hearing none –

Simmons:
Bryan? Bryan, did you call in?

Vitally:
Yes, I am on the line, as well.

Johnson:
Okay, would you please identify yourself.

Vitally:
Hi, my name is Bryan Vitally. I’m a shareholder at Youbet.com.

Johnson:
Very well. Thank you everyone for taking the time to participate today. The soul purpose of today’s meeting is for the update and possible action on the hub license #150 for International Racing Group. I’m now going to ask the representatives from IRG to give the commission an update on what’s going on with their company. They’ll then take questions from the counsel and commission and, if the staff has any. Mr. Gallo, do you care to comment? 
Schindler:
Commissioner, it’s David Schindler. If I might, first of all, I appreciate the opportunity for us to be heard. Obviously, IRG is concerned about the state of play, in particular, the technical violation that gave rise to this hearing today. As you are aware, we’ve been communicating directly with representatives of the staff and we believe that we have essentially complied and cured the technical violation that gave rise to this hearing and/or are in substantial compliance. We would respectfully ask that the commission put off this hearing or this meeting for a couple of days, at a minimum, because by that point in time the remaining residual issues that are outstanding, we believe will be cured and essentially render this issue mute. But to be sure, it’s an important issue; we take it seriously. As the staff, I’m sure, has informed you, we have already gone most of the way, if not all of the way, to curing the technical issue that brought us here: Namely, the existence of an FDIC insured account.
Johnson:
Okay. Kelly, do you have anything that you’d like to say right now, or should we go to the commissioners?

Gabliks:
At this point, all of my questions have been answered. I think I’d really turn to the commissioners to see what questions, if any, they have of Mr. Schindler.

Johnson:
All right.

Williamson:
This is Charlie, can I just ask Kelly what her questions were. I mean, are there any other violations going right now?

Gabliks:
It is my legal advice that IRG is not in technical compliance with the statues.

Williamson:
Because?

Gabliks:
I would site specifically OAR 462-220-0030 sub (6), sub little (a) that specifically requires-[coughing] - I’m sorry, just a second. [coughing] 

Schindler:
I didn’t mean to have that impact.

Gabliks:
[coughing] I’m sorry, I’m sorry. I have strep throat. Okay, can I take a drink of water – just a second. Okay. In particular, sub (a) requires that an applicant or a licensee must provide evidence to the commission that the applicant has established an account with an FDIC insured bank in which all funds of its account holders will be deposited.
Schindler:
If I may, I think we’re in agreement, and Kelly and I have been in contact today, I believe there’s no dispute that IRG has, in fact, established an account with an FDIC insured bank. I think the only remaining issue pertains to the balance of that sentence of “in which all funds of its account holders will be deposited” [unintelligible]. We’re working with the commission and, as I said at the outset, we’d ask you to put off this hearing for a couple of days and I think that balance will have been resolved by then at that point at any event.
Williamson:
Are your funds still frozen?

Schindler:
Well, to be clear, the funds in issue were seized by the government and so in that sense, the original bank accounts remain in the custody of the United States. We have opened a new FDIC insured account as required by the subsection that Ms. Gabliks sited to you and, therefore, believe that we are in compliance. The balance of the issue we’re discussing pertains to whether the deposit of account holders is a prospective requirement or a retrospective one. But, the short answer is: We’re obviously, as we’ve indicated publicly, are operating and going to make all of our account holders - or are in the process of making our account holders - giving them access to all of their funds.
Williamson:
Are you replacing the funds that have been seized?

Schindler:
That’s correct.
Gallo:
Yeah, and just to be clear, what we want to work with, with the ORC is a process by which to do this so as not to negatively impact the other customers. All were asking for is to work with the ORC to formulate an agreed upon process by which to satisfy the withdraw request of existing customers and, at the same time, not offend the US Government.
Williamson:
You have a manner in which you can satisfy all withdraw requests?

Gallo:
Yes, that’s correct.

Williamson:
Is that in place now?

Gallo:
Well, we need the bank account to be utilized to facilitate those requests and what we’re trying to accomplish at this end is: What is the right process to do that? We’re prepared to make those payments, but at the same time, we don’t want to offend, in any way shape or form, the US Government in how we make those payments. For instance, if they believe payments to certain of our customers are okay and certain are not, we want to make sure we satisfy the Government in that regard.
Williamson:
And you don’t want to have it be seized either.

Gallo:
That to. So, what we ask for is that the ORC work with us to formulate a process that is satisfactory to the ORC and satisfactory to the Government.

Williamson:
So, how long do you think it will take you to resolve this or have this done? How long of a time are you asking for?

Gallo:
Well, I think were talking days, not weeks.

Williamson:
Like, Monday?

Gallo:
I don’t think we can have it accomplished over the weekend, no. I think - I’m hoping that it’ll be accomplished – the process would be agreed upon by Tuesday, Wednesday of next week and we could begin the process of distributing funds as requested by customers.
Williamson:
That’s all the questions I have; this is Charlie.

Johnson:
This is Kerry Johnson. I’d like to know, David, what kind of disclosure are you giving to these customers as far as not being able to have access to their funds?
Gallo:
Well, I can tell you – this is Victor. What we have been telling customers is: We have a banking issue – the accounts have been seized - 

Schindler:
-We’re being honest.

Gallo:
The account’s been seized. We don’t have a current banking facility to satisfy your request. We intend to pay you your withdrawal amounts. We’re just trying to get the mechanical process in place in which we can do that.
Johnson:
And how has the response been?

Gallo:
Overwhelmingly, it’s been fairly okay. You know, there are some customers that – there’s nobody out there right now saying, “I demand my money this second.” I’m not getting that. I can tell you that. But, you know, people are a little uncomfortable and they’re saying, “I’d like to know when it’s going to happen; what’s going to happen; how it’s going to happen?” They’ve been calling and asking those questions. We tell them we’re working on it and we’re going to try to satisfy the facility to do that.

Johnson:
Can you tell me, Victor, how many accounts does this really – are we really looking at and what is the dollar amount of this player’s trust?
Gallo:
Well, it’s certainly less than – we have less than 200 customer accounts at IRG. There was a spread sheet earlier, I’m sorry; I don’t know off the top of my head the total amount. Obviously, it’s more than a million and a half dollars. I suspect it’s somewhere around three million dollars, but I’m not positive.

Williamson:
Have you notified all your customers or is it just the people that asked for their money? 
Gallo:
Well, it’s just the people that have asked for their money, but I think that is all the customers. We’re going back, because the ORC had mentioned this yesterday, we’re going back and now calling all the customers and letting them know, as well, to the extent they haven’t already called in and asked.

Johnson:
So, you are contacting and -
Gallo:
- Yeah.

Johnson:
- disclosure, then?

Gallo:
Yes.

Johnson:
I’d also like to ask you: Have you extended any credit to your customers or are they playing just on their dollars?

Gallo:
Right now, they’re playing on their dollars. The first two days of when this happened, because we didn't really know it was going on, we’re honoring deposits that were represented to us that we couldn’t verify. And, we still honor those deposits, but beyond that it’s- no, it’s all cash at this point.

Johnson:
Okay. Any other commissioners have any questions?

Williamson:
Yes, are people still betting?

Gallo:
Well, not so much, but they are betting. I think the important thing to know is we are going to make the customers whole. I just want to work with the commission to find the right process to do this in the right way.

Williamson:
Well, let’s say - I’m just – this is Charlie again, I’m sorry, to jump in. But, let’s say we’ve suspended your license until - and schedule another meeting next Wednesday. Would that cause you any hardship?
Gallo:
That would be debilitating for us.

Williamson:
How?

Gallo:
Well, first of all, our shareholders would react quite negatively, I’m sure, about such an incident. Second, I’m not sure once we closed those doors we can reopen them. Our customers would all leave. 

Robson:
This is Stan. My understanding is that you have an FDIC supported institution for possible access, is that correct?
Gallo:
Yes, that’s correct.

Schindler:
That’s correct.

Johnson:
Randy, do you have anything that you would like to ask?

Evers:
I do not.

Johnson:
Gordon?

Tallman:
I think the pertinent questions have been asked and answered.

Johnson:
The only other person I could ask is: Mr. Vitally, do you have anything that you would like to share with the commission at this time?

Vitally:
No, at this time, I would not. Thank you.

Johnson:
All right. So, there being no further comments, I’m going to close the public session of this meeting and the commission will go into immediate executive session for the purpose of counseling with counsel with regards to possible litigation of legal action pursuant to ORS 192.660(2)(h). At this time, I would like to ask all callers to disconnect and only the commission, counsel and Mr. Evers to remain. I would instruct Mr. Gallo and Mr. Schindler, Mr. Vitally should they wish to rejoin our public session after our executive session to please call the Racing Commission office at – do you have the number? I will go through it, if not.

[Unintelligible]

Johnson:
971-673-0207. Staff will then direct you to the number to call back in so you can participate in the public session once we rejoin.
Simmons:
I would just do 971-673-0211. That’ll go directly to me, Ginger Simmons.

Johnson:
Okay. Thank you, Ginger. Do you all have that?

Williamson:
Area code 503.

Simmons:
No, 971.

Williamson:
Oh, 971. Okay, okay. I have it. We’re supposed to call back in on what we just called on?

Johnson:
No, actually the commission’s going to stay on-line. I’m sorry. The commission is going to stay on-line and, at this time, all other callers will disconnect. Thank you, Gentlemen. 

Schindler:
One quick question in terms of time-line: Do you have any sense of when we should call back in for purposes of the public hearing?
Johnson:
What I would do is I would call Ginger and give her your number and she will contact you. I would think, Kelly?

Gabliks:
I’m guessing, at least, fifteen minutes.

Schindler:
Okay.

Gabliks:
And then, once the commissioners have finished their deliberation and are ready to come out of executive session into public session, if you have left your numbers with the commission, Ginger will call you back and tell you that we are now ready to go back into public session. Then, at that point, go ahead and call back the same number that you used to get on this line and we will go back into public session.
Gallo:
Okay.

Johnson:
Does that work for you guys?

Gallo:
Sure, I’ll call Ginger in about five minutes.

Johnson:
Okay. Commissioners please stay on the line. Thank you very much.

At this time, the Commission entered into Executive Session and, upon their return, continued the special teleconference meeting.
Johnson:
Four, twenty-four [4:24 pm], we are now back in public session for the special teleconference meeting of the Oregon Racing Commission on October 19th. The commission did not take any action or vote on any matters during this executive session.

Gabliks:
Madam Chair, it is my understanding that we did have people indicate that they wanted to be notified when the commission was out of executive session and, it’s my understanding, that we are in the process of notifying those people. At present, I believe we are waiting to allow those people a chance to rejoin the meeting.

Johnson:
That sounds great.

Williamson:
 You might ask Ginger to check and make sure nobody left a message.

Evers:
Yes, that has been done.

Williamson:
Madam Chair, this is Charlie. I suggest we go ahead. We’re doing what I think is the best thing for them, anyway. I can’t imagine they would object to it.

Johnson:
All right.

Robson:
They were apprised of the fifteen minute delay and I think that they should be available.

Johnson:
All right.

Williamson:
Chris, were you going to make a motion?

Dudley:
Madam Chair –

Gabliks:
Wait. Wait. 

Dudley:
Okay -
Gabliks:
- Just a sec.
Gallo:
Hi, this is Victor Gallo.

Schindler:
Hello, David Schindler joining.

Johnson:
Hi, Vic and David. This is Kerry Johnson. We are now back in public session and I believe we were just about ready to hear from Commissioner Dudley.

Dudley:
Yes, Madam Chair, I move commission direct its executive director and counsel to prepare a notification of intent to suspend the license and issue and distribute that notice.
Johnson:
Commissioner Dudley has moved that the commission direct the executive director to authorize the filing of the notice of disciplinary action to suspend the license of International Racing Group. 

Robson:
I second.
Johnson:
And, Commissioner Robson-

Robson:
Yes.

Johnson:
- seconds this motion. Any further discussion?

Williamson:
This is Charlie. For the sake of the people joining us, Kelly, this means that IRG can ask for a hearing within 21 days. This doesn’t take effect immediately, right?

Gabliks:
All this is - the motion before you is to prepare a notice of intent to suspend. That notice of intent to suspend will be served on IRG. It will contain all of the procedural requirements and protections that they have, one of which will be the right to request a hearing.
Williamson:
The suspension doesn’t become effective until after a hearing.
Gabliks:
The process is: If they request a hearing, then the matter is referred to the Office of Administrative Hearing where it will be assigned to an ALJ [Administrative Law Judge]. We will then have a hearing; the ALJ will prepare a proposed order at which time both sides will be allowed to file exceptions; and then, once that process is completed, it is forwarded to the commission to issue a final order.

Williamson:
This is Charlie. I’m just saying were doing this with the understanding – Victor, you there? Anybody from -
Gallo:
Yes, I am.
Williamson:
That you folks are notifying all of your customers so you’re not going to leave us hanging out there –
Gallo:
Absolutely.
Williamson:
People aren’t going to call and blame us that they got cheated because they didn’t know.

Gallo:
Sure. I understand that.

Williamson:
Do you have any response to what we’re proposing?

Gallo:
David?

Schindler:
Well, to be fair, we obviously would prefer that the commission simply stay that action for a period of time, but we appreciate the fact that you are not taking further action at this time and appreciate it. We will continue to work with Kelly and staff and I am confident that we will render this issue mute in the ensuing days.

Johnson:
All right, that sounds wonderful. Is there any further discussion on this matter? Hearing none, we will do a roll call vote. Commissioner Williamson? 
Williamson:
Aye.

Johnson:
Commissioner Dudley?

Dudley:
Aye.

Johnson:
Commissioner Robson?

Robson:
Aye.

Johnson:
Chair votes aye, motion carries. Is there any further business to come before the commission today?

Williamson:
Move we adjourn.

Johnson:
Thank you, Commissioner Williamson. Commissioner Robson, are you seconding this matter –

Robson:
I’m sorry?

Johnson:
Is there a second for the motion to adjourn?

Robson:
I’m sorry, yes, second.

Johnson:
It’s been moved and seconded that we adjourn, all in favor say aye, please.

Various “Aye’s”

Johnson:
All opposed? Motion carries. Thank you very much. I appreciate everybody’s time and patience today.

End transcript.
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