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      COMMONWEALTH OF KENTUCKY

STATE FISCAL NOTE STATEMENT
GENERAL ASSEMBLY
LEGISLATIVE RESEARCH COMMISSION

2002 REGULAR SESSION
2000-2001 INTERIM

MEASURE

(X) 2002 BR No.
2337

(X)
House
Bill No.
768 HCS/HFA 21 (Doc ID 027518)

() Resolution No.


(X) Amendment No.
HFA 47 ( Doc ID 027774)

SUBJECT/TITLE
An Act relating to electronic gaming with related payments to the state and declaring and emergency.

SPONSOR
Representative Tom Riner

NOTE SUMMARY

Fiscal Analysis:
         X      Impact
               No Impact
         Indeterminable Impact

Level(s) of Impact:
         X         State
             X          Local
               Federal

Budget Unit(s) Impact


Fund(s) Impact:
      X        General
                Road
               Federal


                     Restricted Agency (Type)
               (Other)

FISCAL SUMMARY

______________________________________________________________________________

Fiscal Estimates
2001-2002
2002-2003
2003-2004
Future Annual

Rate of Change

Revenues (+/-)

+$166.5 million
+$333.0 million


Expenditures (+/-)

Administrative  $7.0 mil

SEEK       $97.0 million
7% Prescription drugs
$22.3 million

7% Health services
$22.3 million

6% Environmental
$19.1 million

40% Education

$127.6million

25% Capital construct         $79.8 million

15% Budget reserve            $47.9 million

Administrative               $14.0 million


Net Effect

0
0


_______________________________________________________________________________

MEASURE'S PURPOSE:  Authorizes legalized electronic gaming at 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 through the Lottery Corporation

.
PROVISION/MECHANICS: 51% of the annual gaming income is to be allocated and distributed by the Lottery Corporation, after administrative expenses of the commission are paid, estimated to be between $12 million to $14 million.  Twenty-five one hundredths of one percent (0.25%) of the total gaming income is distributed for local economic development and 0.05% of the total gaming income is distributed to a problem gambling fund.  The remainder is then deposited to the state's general fund.

For fiscal year 2002-2003 the remainder of the money is appropriated to teacher compensation and to the SEEK formula.

Every fiscal year afterwards the remainder is appropriated as follows:

7% Prescription drugs



$22.3 million

7% Health and human services


$22.3 million

6% Environmental



$19.1 million

40% Education




$127.6 million

25% Capital construction



$79.8 million

15% Budget reserve trust fund


$47.9 million

Total





$319 million

Moneys allocated and distributed by the gaming device operator shall be used for purses and the thoroughbred and standard bred development funds.

One tenth of one percent (0.1%) of the total gaming income is deposited to horsemen's groups and the remainder of the gaming income retained by the gaming device operators is to be used to pay expenses incurred by the gaming device operator and any other lawful costs, expenditures, and expenses of the racetrack.

FISCAL EXPLANATION:  The gambling income is derived from estimates generated by a Price Waterhouse Coopers (PWC) report prepared for the Finance and Administration Cabinet in 1999.  In that report, PWC undertook an extensive study to develop estimates of gambling patrons and revenues, and the economic impact of the gambling activity on employment, wage income and tax revenues.  The demand estimates for electronic gaming devices (EGD) were generated based on the market competition for gambling dollars prevalent in 1999.

Similarly, the Kentucky Lottery Commission (KLC) in its report, An Examination of Gaming Opportunities to Protect & Increase KLC Revenue & Dividends in the Face of Increasing Competition, estimated the demand and revenue from the operation of EGD at the eight race tracks.  The commission's report, updated in November 2001, generates similar demand and revenue projections to those reported by PWC.

Both PWC and the KLC estimated a demand in Kentucky for approximately 8,000 EGDs.  However, the net gaming income estimated by PWC depended on what type of EGD was used.  Because slot (reel) type games generate higher gambling income per machine, the use of slot machines instead of other types of EGDs will result in higher gambling revenue and is estimated to be $735 million.  If a 50/50 mixture of slot and other EGDs are used the estimated revenue is $653 million.  Slot machines are more attractive to operate from a proprietor’s perspective because of the higher gaming income per machine, however, the need to provide a varied gambling experience suggests that a variety of EGDs will be found at these facilities.  The income estimates have been adjusted to reflect 2001 dollars.
Gaming Income


$653 million
Gaming Commission distribution
$333 million







Gaming Commission expenses
    12.0







Local government transfer

      1.6







Problem gambling fund

        .3





Net General Fund Revenues


$319.1 million

For fiscal year 2002-2003 it is assumed that there will be some lag time before gaming operations are up and running and the general fund will only receive half of the estimated annual revenues.

DATA SOURCE(S)
LRC staff; KRS; Assessment of the Economic and Social Impact of Expanded Gaming in the Commonwealth and Neighboring Region,

Price Waterhouse Coopers; An Examination of Gaming Opportunities to 

Protect & Increase KLC Revenues & Dividends in the Face of Increasing Competition, Kentucky Lottery Commission; Gambling in Louisiana, A Benefit/Cost Analysis, The Louisiana Gaming Control Board; Casino Gaming in Missouri: The Spending Displacement Effect and Gaming's Net Economic Effect, Don Phares, University of Missouri, for The 2001 Missouri Economics Conference; additional LRC and general studies and news accounts; horse racetrack officials; Kentucky League of Cities and Kentucky Association of Counties officials; Legislative meetings
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