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SUBJECT/TITLE
Electronic gaming at horse tracks

SPONSOR
Representative Tom Burch

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 General government

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing
X
Adds New
X
Eliminates Existing

PURPOSE/MECHANICS

HB 45 authorizes electronic gaming at Kentucky horse racetracks.  Under the legislation, the Kentucky Lottery Corporation will assume direct supervision and administration of electronic gaming.  The measure may have a direct effect on the seven cities that currently have horse tracks. The legislation requires a referendum in communities affected by electronic gaming, provided a percentage of voters request such a referendum.  The legislation places limitations on the application of local planning and zoning regulations to gaming facilities in cities and counties with tracks.  The measure also establishes new criminal offenses related to gaming.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 45 on local governments is indeterminable.  The measure has some broad implications for the Commonwealth because it authorizes legalized electronic gaming for the first time. The Lottery Corporation will supervise the gaming. The Kentucky Racing Commission also will have a prominent role as the agency that licenses and regulates horse tracks.  Under the bill, electronic gaming will be allowed at licensed horse tracks in Kentucky. Currently, there are eight racetracks in seven cities of the state -- Louisville, Lexington, Florence, Paducah, Henderson, Franklin and Prestonsburg.  The tracks include Churchill Downs in Louisville, Keeneland and The Red Mile in Lexington, Turfway Park in Florence, Players Bluegrass Downs in Paducah, Ellis Park in Henderson, Kentucky Downs in Franklin and Thunder Ridge in Prestonsburg.  Five are thoroughbred tracks, Churchill Downs, Keeneland, Turfway, Ellis Park and Kentucky Downs; the others are standardbred tracks.

Section 5 of the legislation provides that the Lottery Corporation can pursue in court certain violations of the law by gaming licensees or others involved with an electronic gaming establishment. The Lottery Corporation may pursue those violation in the circuit court of the county in which the allged violation of law occurs. The provision could affect the office of county attorney or law enforcemenbt agencies in the affected jurisdictions.

Section 9 of the measure excludes electronic gaming operations from local planning and zoning rules, allowing the facilities to be “permitted uses in all zones in which the applicable zoning regulations allow licensed racetracks.”  The same provisions will apply in all locations in which licensed racetracks are allowed, whether or not the gaming facility is located on the same premises as the racetrack.

Section 19 creates new crimes that can be committed in connection with electronic gaming, such as attempting to influence the winning of a prize, allowing someone under 21 to enter an age-restricted area, and offenses related to the operation of the gaming devices.  Potential charges range from Class A misdemeanors to Class D felonies.

Creating new criminal offenses has the potential of affecting local law enforcement agencies, jails and the court system.  It appears that some of the offenses will be investigated at the local level.  Individuals convicted of a misdemeanor offense may be housed in the county jail for the duration of their sentence, which can be up to 12 months for a Class A misdemeanor.  The state does not reimburse counties for housing individuals convicted of misdemeanors, so the county will bear the costs of incarcerating individuals convicted of those offenses listed in the bill.  Class D felons may be housed in a county jail for the duration of their sentences.  The state, however, reimburses counties for the costs of holding prisoners, at a rate of $26.51 per day, but only after they are convicted and sentenced.  There is no estimate presently available of the number of misdemeanor convictions nor the number of felony convictions which would result from the passage of the bill. 

Section 21 sets out requirements for a referendum in communities where electronic gaming could be established. Under the measure, if 25% of those who voted in the last preceding general election petition for a referendum, the vote on electronic gaming must occur during the next general election. The respective territory must bear the cost of the referendum. Conducting elections can cost an estimated $1,100 to $1,200 per precinct, according to the Kentucky County Clerks’ Association and the state Board of Elections. The requirement for a referendum likely will affect county clerks, who will be responsible for dealing with the referendum petition, perhaps having to check and verify the validity of signatures on the petition.

It should be noted that additional costs and benefits for local governments will likely occur with the advent of electronic gaming.  The added costs typically arise from a need to provide more infrastructure and law enforcement. Additional benefits will occur if there is net new employment that increases the occupational license tax base, or net new investments in real and personal property that increases the property tax base. While there may be a variety of added costs and benefits for local governments, the quantification of these costs and benefits is beyond the scope of this report.
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