REGULATION 26C

OFF-TRACK PARI-MUTUEL HORSE RACE ACCOUNT
WAGERING

PROPOSED AMENDMENTS TO REGULATION 26C

PURPOSE: In accordance with NRS 463.145, NRS 463.150, and S.B. 9
passed during the 2015 Legislative Session and as part of the creation of
a comprehensive framework for wagering accounts through new
Regulation 5.225, to amend Regulation 26C to include without limitation:
1) to amend the definitions of “secure personal identification” and
“wagering account;” 2) to remove regulatory provisions that are otherwise
now addressed in Regulation 5.225; 3) to provide provisions clarifying the
interplay between Regulation 26C and Regulation 5.225; 4) to clarify that
a book that knows or should know that the outcome of an event has
already been determined shall not accept money or its equivalent
ostensibly as a wager upon such an event; 5) to amend 26C.100 related
to lay-off bets to provide that a book may place or accept wagers from
another book if the accepting book does not have common control (as
defined in Regulation 16.010(3)) with the placing book. A book that is
permitted to place a layoff wager shall inform the book accepting the
wager that the wager is being placed by a book and shall disclose its
1dentity; 6) to establish that a race book may establish wagering accounts
in accordance with Regulation 5.225 and Regulation 26C and
establishing the scope of use of such wagering accounts; 7) to provide that
a book must register patrons and create wagering accounts in accordance
with Regulation 5.225 and to provide additional requirements; 8) to
clarify requirements for and provide additional requirements related to
wagering accounts for business entity patrons; 9) to clarify that a book
shall not allow the use of a wagering account for forms of wagering other
than off-track pari-mutuel horse race wagering, unless the establishment
and use of the wagering account otherwise meets all of the requirements
of regulation 5.225 and administrative approval has been granted by the
chairman; and 10) to clarify that a book may accept wagering activity
from a business entity acting through its designated individuals and to
require a book that accepts wagers from business entities to implement
policies and procedures designed to ensure that business entities’
wagering accounts are used only to place book wagers; 11) to provide that
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deposits, withdrawals, credits and debits to wagering accounts shall be
made in accordance with Regulation 5.225; and 12) to take such
additional action as may be necessary and proper to effectuate these
stated purposes.

(Draft Date: May 8, 2017, with amendments as discussed by the Nevada
Gaming Commission on May 18, 2017)

[Beleted]/Added Language
Deleted/Added Language to March 30, 2017 Draft

26C.010 Definitions. As used in this regulation:
1. No change
2. No change
3. No change
4 No change
5. No change
6. No change
7. No change
8. No change
9. No change
10. No change
11. No change
12. No change
13. No change
14. No change
15. No change
16. “Secure personal identification” means [an-encoded-alpha-numerie
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or-account-transaction-was-autherized by the patron] a sccurc personal
1dentification as that term i1s defined in Regulation 5.225.

17. “Wagering account” means [an-eleetronicledger-wherein-the
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ey Adjustmentsto-the account]

a wagering account as that term is defined in Regulation 5.225.
18. No change
19. No change

26C.050 Reserve requirements.

1. [Unless-the chairman-for good-cause permits or requares-a-different
amount-] Notwithstanding the minimum reserve requirements
established for wagering accounts pursuant to Regulation 5.225(20)(b),
each book shall comply with the following to calculate the minimum
reserve requirements:

(a) E[e]ach book shall at all times maintain a reserve of not less than
the greater of $25,000 or the sum of the following amounts:

[¢2)] (1) Amounts held by the book for the account of patrons;

[)] (2) Amounts accepted by the book as wagers on contingencies
whose outcomes have not been determined; and

[¢©)] (3) Amounts due the patron on wagers whose outcomes have been
determined but that have not been posted to the patron’s wagering
account.

[2:] (b) Before beginning operations, each newly-licensed book must
establish a reserve of at least the greater of $25,000 or the amount the
chairman projects will at least equal the sum of the amounts specified

in paragraphs [(a);—-b)and-L{e)] (1), (2). and (3) of subsection 1(a) at the

end of the first week of the book’s operation. After the book begins
operations, the book’s reserve must comply with subsection 1.

4:] The reserve described in subsection[s] 1 [and-2] may be combined
as a single amount for a book and its satellite books.



5] 2.The reserve described in subsection[s] 1 [and-2] may be
combined as a single amount with the reserve described in NGC
Regulation 22.040.







26C.070 Acceptance of wagers.

1. No change.

2. No change.

3. A book shall not knowingly accept money or its equivalent
ostensibly as a wager upon an event whose outcome has already been
determined.

4. No change.

5. No change.

6. No change.

26C. 100 Layoff bets. [Beeks—ma—y—aeeept—w&ge%s—p&eed—by—e%hef

mav place or accept wagers from another book if the acceptmg book
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does not have common control (as defined in Regulation 16.010(3)) with
the placing book. A book that is permitted to place a layoff wager shall

inform the book accepting the wager that the wager 1s being placed by a
book and shall disclose its identity.

26C.160 Wagering communications; establishing patron
wagering accounts for pari-mutuel race wagering.

1. No change.

2. Each book shall prepare a written description of its house rules and
procedures for wagering communications, and shall [furnish-a-ecopy}
make a copy available to each patron for whom a wagering account is
established. Prior to adopting or amending such house rules, a book
shall submit such rules to the chairman for approval.

3. [Each-book shalk | Lidentificat:

—4-] A race book licensed to accept off-track pari-mutuel horse race
wagers may establish wagering accounts for residents of Nevada and
residents of any state or foreign jurisdiction in accordance with

Regulation 5.225 and this regulation. Patrons having established a
wagering account may place off-track pari-mutuel horse race wagers
from within Nevada or from other states or foreign jurisdictions in
which pari-mutuel horse race wagering is legal provided that the state
or foreign jurisdiction does not otherwise restrict wagering on accounts
located outside its borders. [Sueh-accounts-maybe-establishedremeotely
er-n-person:] Before a race book accepts a wagering communication, or
a call center accepts a wagering instruction, on an off-track pari-mutuel
horse race, the following must occur:

(a) A race book must register the patron and create a wagering
account for the patron in accordance with Regulation 5.225, except that
a race book may confirm the patron’s identity remotely if the wagering

account i1s used solelv to place off-track pari- mutuel horse race




(b) A race book shall confirm that the state or foreign jurisdiction in
which the patron resides is a jurisdiction in which off-track pari-mutuel
horse race wagering is legal, and that the state or foreign jurisdiction
does not otherwise restrict wagering on accounts located outside its
borders, prior to the book accepting wagers on such accounts. The race
book shall maintain a record of such confirmation.

(c) The race book must have the patron affirm that the patron has
been informed and acknowledges that, with regard to off-track pari-
mutuel horse race wagers, the book may accept such wagers from
patrons only when the patron 1s located within Nevada or other states
or foreign jurisdictions in which pari-mutuel horse race wagering is
legal and such wagering on accounts located outside its borders i1s not

provided:
—®)] (d) Notwithstanding the requirements of subsection 5 of

Regulation 5.225, ¥for a business entity patron, the patron must
provide an employee of the book, and the book must record and
maintain, the information required pursuant to NRS Chapter 463.800
before the book registers and creates a wagering account for the patron.
The employee must record such information. Unless a book has
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otherwise been granted approval by the chairman pursuant to
subsection 6(a)(2) of Regulation 22.140, the information required
pursuant to NRS 463.800 shall be provided by the patron to an
employee of the book at the premises of the book or, for central site
books, at an outstation, satellite or affiliated book;

[ : ; $] . i i . . ]
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—(g)yAdyustment tothe account:

—&:] 4. In addition to the posting of the wager in the off-track pari-
mutuel race system, all wagering communications shall be
electronically recorded and retained for a period of 60 days. The method
of recording the wager must be approved by the chairman. Such
recordings must be made immediately available to any board agent
upon request.

[9:] 5. All wagering account applications or amendments thereto for
active accounts must be retained by the book. All wagering account
applications or amendments thereto for rejected applications shall be
retained by the book for no less than one year following the rejection of
the related application. All wagering account applications or
amendments thereto for closed accounts shall be retained by the book
for no less than one year following the closure of the related wagering
account.

6. A race book shall not allow the use of a wagering account
established pursuant to this section for forms of wagering other than
off-track pari-mutuel horse race wagering unless:

(a) The establishment and use of the wagering account otherwise
meets all of the requirements of regulation 5.225; and

(b) Administrative approval has been granted by the chairman.
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outsideits borders:)
26C.185 Business Entity Wagering.

1. No change.

. No change.
. No change.
. No change.
. No change.
. No change.
. No change.

8. A book may only accept wagering activity from a business entity,
acting through one or more designated individuals, through a wagering
account established by the business entity and may only deposit
winnings into such wagering account. The book must use an account
wagering system for such wagering activity. The requirement to use an
account wagering system is effective on January 1, 2017.

9. No change.
10. No change.
11. No change.
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12. A book that accepts wagers from business entities shall implement
policies and procedures designed to ensure that business entities’
wagering accounts are used only to place book wagers.

13. As used in this section, “holding company” means any corporation,
firm, partnership, limited partnership, limited-liability company, trust
or other form of business organization which, directly or indirectly:

(a) Owns, as defined in Regulation 15.482-6;

(b) Controls, as defined in Regulation 15.482-4; or

(c) Holds with power to vote
Dany part of a business entity subject to this section. In addition to any
other reasonable meaning of the words used, a holding company
“indirectly” has, holds or owns any power, right or security if it does so
through any interest in a subsidiary or successive subsidiaries, however
many such subsidiaries may intervene between the holding company
and the business entity subject to this section.

26C.190 Wagering account transactions.
1. Except as otherwise provided herein, deposits, credits, and debits to
wagering accounts shall be made 1n accordance with Regulation 5.225.
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—5-] 2. Business entity wagering account deposits and withdrawals may
only be made by transfers to and from the bank or financial institution
account maintained by the business entity. Business entity wagering
account deposits and withdrawals may not be made in cash.
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