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Returned to public 91.1%

Net commision 7.2%

Tax 1.5%

Breakage and change in pools 
make up 0.2% of handle



Structure of HHR Tax

1.5% of Handle

• 0.75% for Thoroughbred or 1.0% for Standardbred to 
Development Funds

• Lesser of 0.2% or $650,000 to Equine Industry Fund at U of L

• Lesser of 0.1% or $320,000 to Higher Education Equine Fund

• Lesser of 0.1% or $320,000 to Equine Drug Testing Fund

• Remainder to General Fund



Industry Funds, 
0.83%

Kentucky General 
Fund, 0.67%

1.5%

Thoroughbred development fund 0.60%
Standardbred development fund 0.21%
Equine industry fund 0.01%
Equine drug fund 0.01%
Higher education fund 0.01%



Three Considerations Regarding the 
Tax Rate

• Handle does not equal ability to pay taxes 
because most is returned to public

• The growth of HHR in Kentucky

• The comparability of HHR machines to other 
electronic gaming machines
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Examples of Nearby States’ Payout 
Percentages for Electronic Gaming 

Machines

FY 2021 data. Sources: KyPolicy analysis of Ohio Casino Control Commission, Ohio Lottery, Missouri Gaming Commission, Indiana 
Gaming Commission, Pennsylvania Gaming Control Board, Kentucky Horse Racing Commission, Virginia Racing Commission, U. S. 
Census data.

Amount Bet Return to Public
Payout 

Percentage
Amount Bet 

Per Capita

Indiana Racinos, Land-Based & Riverboat Casinos $17,809,320,673 $16,047,170,076 90.1% $2,625 

Missouri Riverboat Casinos $15,334,174,440 $13,833,534,002 90.2% $2,491 

Pennsylvania Racinos & Land-Based Casinos $23,253,907,552 $20,941,854,617 90.1% $1,788 

Ohio Racinos & Land-Based Casinos $20,870,969,181 $19,026,616,375 91.2% $1,772 

Kentucky HHR $4,607,642,991 $4,199,799,571 91.1% $1,023 

Virginia HHR $2,421,220,653 $2,213,680,485 91.4% $281 



Two Types of Taxes

Tax on Handle

• Base is (Handle = Amount Wagered)

• Typically a lower tax rate because a larger base

Tax on Net Wagering

• Base is (Handle – Amount Returned to Public in 
Prizes = Net Wagering)

• Typically a higher tax rate because a smaller base



Examples of Nearby States’ Net Wagering Tax 
Rates on Electronic Gaming Machines

• Pennsylvania’s racinos and casinos have a tax of 55% on electronic 
gaming machine revenue (equivalent to net wagering)

• West Virginia has tax of 53.5% on electronic gaming machine revenue

• Ohio has a tax rate of 33% on electronic gaming machine revenue at 
casinos, 33.5% at racinos

• Indiana has a graduated rate of 15%-40% on casino revenue and 25%-
35% on racino revenue

• Missouri has a rate of 21%

• Illinois has a graduated rate of 15%-50%

Source: American Gaming Association, State of the States 2021, https://www.americangaming.org/wp-
content/uploads/2021/05/AGA-2021-State-of-the-States_FINALweb-150ppi.pdf

https://www.americangaming.org/wp-content/uploads/2021/05/AGA-2021-State-of-the-States_FINALweb-150ppi.pdf


Source: Kentucky Horse Racing Commission Pari-Mutuel Wagering Reports, 
https://khrc.ky.gov/new_docs.aspx?cat=76&menuid=80

https://khrc.ky.gov/new_docs.aspx?cat=76&menuid=80


Industry 
funds, 9.6%

Kentucky 
General Fund, 

7.7%

17.3%

Thoroughbred development fund 6.9%
Standardbred development fund 2.4%
Equine industry fund 0.2%
Equine drug fund 0.1%
Higher education fund 0.1%



5.2% 6.6% 7.4% 7.7% 8.0% 8.0% 7.7%

19.2% 19.0% 19.3% 19.3% 18.0% 17.9% 17.3%

Total Including Industry Funds

Kentucky General Fund

Tax as a Share of Gross Commission


