HOUSE OF REPRESENTATIVES

KENTUCKY GENERAL ASSEMBLY AMENDMENT FORM

2002 REGULAR SESSION


Amend printed copy of HB 768 HCS/HFA 21(DOC.ID#027518)

On page 1, line 13, after "to" by deleting "the state's existing racetracks" and inserting "selected locations in the state; and" in lieu thereof; 

On page 1, line 14 by deleting the line in its entirety;

On page 2, line 10, after "industry" by inserting "and other selected facilities";

On page 2, line 17, by deleting "exclusively";

On page 3, line 1, after "racing industry" by deleting "has" and inserting "and other selected facilities have" in lieu thereof;

On page 3, line 10, after "licensed" by deleting "racetrack's";

On page 4, line 20,  after "operator" by inserting "or a licensed full gaming facility";

On page 7, line 16, by deleting "racetrack in Kentucky which is an";

On page 7, line 18, after "to" by deleting "a racetrack in Kentucky licensed as"; 

On page 8, line 2, after "KRS Chapter 230" by inserting "and a hotel licensed by the Lottery Corporation as a full gaming facility";

On page 9, line 23, after ";", by deleting "and";

On page 9, line 25, by deleting "." and inserting ";" in lieu thereof;

On page 9, between lines 25 and 26, by inserting the following:

"(23)
"Full gaming facility license" means authorization granted by the Lottery Corporation to a person or entity to operate electronic devices and other games of chance. Except where expressly provided, a person with a full gaming facility license shall meet all provisions applicable to the electronic gaming device operator; and 
(24)
"Other games of chance" means games authorized by the commission which include but are not limited to faro, monte, roulette, fan-tan, seven-and-a-half, big injun, chuck-a-luck, wheel of fortune, chemin de fer, pai gow, beat the bank, panguingui, baccarat, twenty-one, poker, craps, roulette wheel, klondike table, punch board, faro layout, keno layout, numbers ticket, push card, jar ticket, pull tab, and any other game or device that is authorized in administrative regulation promulgated under this chapter. This term does not include:
(a)
Bingo games or raffles authorized under KRS Chapter 238; or

(b)
A system or device that affects a game solely by stopping its operation so that the outcome remains undetermined.";
On page 17, line 19, by deleting "at licensed racetracks";

On page 22, line 16, after "license" by inserting "at a racetrack";

On page 25, line 23, after "devices" by inserting ", except as provided in Section 54 of this Act,";

On page 27, line 1, after "(d)", by deleting "The" and inserting "The operator is a racetrack and the" in lieu thereof;

On page 28, line 10, after "operator", by inserting "or a full gaming facility";

On page 48, line 3, after "equipment" by inserting "or other games of chance";

On page 48, line 6, after "devices" by inserting "or other games of chance";

On page 48, line 17, after "devices" by inserting "or other games of chance";

On page 48, line 22, after "game" by inserting "or other game of chance";

On page 48, line 23, after "operator" by inserting "or a full gaming facility";

On page 48, line 26, after "game" by inserting "or other game of chance";

On page 49, line 6, after "operator" by inserting "or full gaming facility operator";

On page 79, line 9, after "KRS Chapter 230A" by inserting ", except the licenses issued to full gaming facilities";

On page 80, line 1, after "games" by inserting "at racetracks";

On page 80, line 14, after "employee" by inserting "employed on racetrack premises";

On page 93, line 19, after "KRS Chapter 230A" by inserting "or the operation of other games of chance licensed and regulated under the provisions of KRS Chapter 230A";

On page 94, line 3, after "KRS Chapter 230A" by inserting "or the operation of other games of chance licensed and regulated under the provisions of KRS Chapter 230A";

On page 94, line 11, after "KRS 238.505"  by inserting "or the operation of other games of chance licensed and regulated under the provisions of KRS Chapter 230A";

On page 95, line 25, after "KRS Chapter 230A" by inserting "or the operation of other games of chance licensed and regulated under the provisions of KRS Chapter 230A";

On page 110, between lines 11 and 12, by inserting the following:

"SECTION 54.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The General Assembly hereby finds and declares that, in authorizing the establishment of full gaming facilities, it is the purpose and intent of the General Assembly to provide economic development opportunities throughout the state. The General Assembly recognizes that the needs of the state are many and wishes to augment state moneys and care for the many needs of the state's people by allowing the establishment of up to three (3) full gaming facilities in counties with populations of seventy-five thousand (75,000) or more residents. A county shall be eligible for a full gaming facility only if there is located within the county a hotel that contains at least five hundred (500) rooms with sleeping accommodations. The full gaming facility shall not be located in a county, urban-county, or consolidated local government or any incorporated area within the county, urban-county, or consolidated local government where a racetrack is licensed to conduct electronic gaming pursuant to this chapter .

(2)
Notwithstanding any other provision of the Kentucky Revised Statutes to the contrary, the Lottery Corporation may license up to three (3) full gaming facilities. Under the license issued, the holder of a full gaming facility may conduct electronic gaming and other games of chance at a hotel owned in whole or in part by the license holder. The license shall be issued in accordance with the provisions of this chapter and the administrative regulations promulgated thereunder to any hotel eligible under the provisions of subsection (1) of this section that meets the eligibility and other requirements for an electronic gaming operator's license under  Sections 11 and 15 of this Act. The license shall not be transferred without the permission of the Lottery Corporation. A transfer is deemed to occur if there is a change in ten percent (10%) or more of the ownership interest in the hotel and gaming facility.
SECTION 55.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
A full gaming facility shall operate under the sole supervision of the Kentucky Lottery Corporation. The Kentucky Lottery Corporation shall promulgate administrative regulations to govern the operation of the full gaming facility. The Lottery Corporation shall have all the powers and duties in relation to a full gaming facility as the corporation has to electronic gaming device operators. To the extent possible, any electronic games shall comply with the provisions regulating electronic gaming devices in this chapter and administrative regulations promulgated thereunder. The conduct of the other games of chance shall be governed by administrative regulations promulgated by the Lottery Corporation pursuant to KRS Chapter 13A. At a minimum, the administrative regulations promulgated shall;

(a)
Establish the hours and times that the other games of chance will be played;

(b)
Provide a process by which gaming receipts from the other games of chance are remitted and properly accounted;

(c)
Provide the Lottery Corporation access at all times to the premises of the full gaming facility for the purposes of making inspections, conducting investigations, and enforcing the provisions of this chapter and administrative regulations promulgated relating to other games of chance;

(d)
Establish standards for the conduct of other games of chance;

(e)
Issue and renew licenses and establish an application process and corresponding fees for the distributors, manufacturers, operators of full gaming facilities, and other personnel engaged in conducting other games of chance if the Lottery Corporation deems such licensing is in the best interest of the public and the operation and integrity of the full gaming facilities;

(f)
Establish a process by which applications for licensing may be denied or by which disciplinary actions may be taken against a licensee. The process shall be the same as those used for  the electronic device operator.  However, the Lottery Corporation has the discretion to impose additional requirements or request additional information to assure that the other games of chance are operated fairly and in accordance with the provisions established in this chapter. The application process and the disciplinary proceedings shall be held in accordance with those procedures established in Sections 5 and 6 of this Act;

(g)
Permit the Lottery Corporation to summarily seize and remove from such premises and impound any equipment, supplies, documents, or records relating to the operation of other games of chance;

(h)
Demand access to and inspect, examine, photocopy, and audit all papers, books, and records of any applicant or licensee or his or her agent regarding the gross income produced by the conduct of other games of chance at a full gaming facility.  To further the powers set out in this paragraph, the Lottery Corporation may require verification of income and all other matters related to the conduct of other games of chance at a full gaming facility; and

(i)
Demand access to and inspect, examine, photocopy, and audit all papers, books, and records of any affiliate of a licensee conducting other games of chance who the Lottery Corporation knows or reasonably suspects is involved in the financing, operation, or management of the gaming activities of the licensee. The inspection, examination, photocopying, and audit may take place on the affiliate's premises or elsewhere as practicable, and in the presence of the affiliate or its agent.
(2)
No person under twenty-one (21) years of age shall play or place wagers on the other games of chance, personally or through his or her agent, or loiter or be employed in the area of the hotel or its adjacent property in which electronic gaming and games of chance are being played.

(3)
Each full gaming facility shall be subject to all the rules, regulations, qualifications, and limitations set forth in this chapter and in administrative regulations promulgated thereunder, with the following exceptions:

(a)
Electronic gaming devices and other games of chance shall be played only on the hotel's premises;

(b)
Provisions of this chapter pertaining to horse racing, licensure under KRS Chapter 230, or  operations unique to the horse industry shall not apply to the veterans service organization;

(c)
Gaming income from the operation and conduct of electronic gaming devices and other games of chance shall be remitted to the Lottery Corporation and expended in accordance with the provisions of Section 56 of this Act; and

(d)
A full gaming facility license may be denied, revoked, or not renewed for the reasons established in subsection (3) of Section 12 of this Act, except those provisions relating to electronic gaming shall also apply to the conduct of games of chance.

SECTION 56.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The portion of the annual gaming income for each calendar year of each full gaming facility licensee specified in paragraph (a) of this subsection shall be paid to the Lottery Corporation as specified in paragraph (b) of this subsection, and shall be allocated and distributed by the Lottery Corporation as specified in paragraphs (c) to (g) of this sub-section.

(a)
A percentage of the annual gaming income shall be paid to the Lottery Corporation, based on the following range:

1.
Twenty-eight percent (28%) of the annual gaming income not exceeding fifty million dollars ($50,000,000);
2.
Thirty-six and forty-four one-hundredths percent (36.44%) of the annual gaming income exceeding fifty million dollars ($50,000,000) but not exceeding one hundred million dollars ($100,000,000);
3.
Thirty-nine and forty-four one-hundredths percent (39.44%) of the annual gaming income exceeding one hundred million dollars ($100,000,000) but not exceeding one hundred fifty million dollars ($150,000,000);
4.
Forty and forty-four one-hundredths percent (40.44%) of the annual gaming income exceeding one hundred fifty million dollars ($150,000,000) but not exceeding two hundred million dollars ($200,000,000); and 
5.
Forty-one and forty-four one-hundredths percent (41.44%) of the annual gaming income exceeding two hundred million dollars ($200,000,000).
(b)
On or before the third business day of each week, each full gaming facility licensee shall pay to the Lottery Corporation a percentage of the gaming income collected by the full gaming facility licensee during the preceding week, such percentage to be determined as specified in paragraph (a) of this subsection by reference to the cumulative amount of gaming income collected by the full gaming facility licensee during the current calendar year, through the last day of that preceding week.

(c)
The funds described in paragraph (a) of this subsection shall be applied first to the administrative costs and expenses of the Lottery Corporation relating to electronic gaming device games and other games of chance, including but not limited to administrative expenses and payroll and other employment costs attributable to the regulation of electronic gaming device games and other games of chance by the Lottery Corporation. Twenty-four (24) months after the implementation of the operation of electronic gaming devices and other games of chance authorized under this chapter, the administrative costs and expenses of the Lottery Corporation shall not exceed four percent (4%) of the total gaming income for each fiscal year thereafter. Implementation shall be deemed to have commenced when one (1) full gaming facility licensee allows the play of electronic gaming device games or other games of chance on its premises.
(d)
After payment of the costs and expenses described in paragraph (c) of this subsection, an amount equal to twenty-five one-hundredths of one percent (0.25%) of the annual gaming income shall be dedicated for local economic development and shall be distributed by the Lottery Corporation as follows:
1.
If the full gaming facility is located in an incorporated area, fifty percent (50%) shall be distributed to the governing body of the city in which the full gaming facility is located, and fifty percent (50%) to the governing body of the county in which the full gaming facility is located;
2.
If the full gaming facility is located in an unincorporated area, fifty percent (50%) shall be distributed to the governing body of the largest city in the county in which the full gaming facility is located, and fifty percent (50%) to the governing body of the county in which the full gaming facility is located; and
3.
Notwithstanding subparagraphs 1. and 2. of this paragraph, if the full gaming facility is located within a county that has adopted the urban-county form of government as provided in KRS Chapter 67A, one hundred percent (100%) shall be distributed to the governing body of the urban-county government, and if the full gaming facility is located within a county containing a consolidated local government as provided in KRS Chapter 67C, one hundred percent (100%) shall be distributed to the governing body of the consolidated local government.

(e)
After payment of the costs and expenses described in paragraph (c) of this subsection, an amount equal to five one-hundredths of one percent (0.05%) of the annual gaming income shall be deposited by the Lottery Corporation in a trust and revolving fund, to be known as the problem gambling fund. This fund shall be administered by the Problem Gambling Fund Committee. The Problem Gambling Fund Committee shall be composed of not less than four (4) members, with one-half (1/2) of the members appointed by the Kentucky Council on Problem Gambling, or its successor, and one-half (1/2) of the members appointed by the Lottery Corporation. Funds deposited in the problem gambling fund shall be made available by the committee to fund the development and operation of problem gambling education, prevention, and treatment programs. The committee shall strive to allocate funds as they are generated so that, after an appropriate needs assessment, all available funds are allocated on a current basis.

(f)
After payment of the costs and expenses described in paragraph (c) of this subsection, an amount equal to ten percent (10%) of the annual gaming income shall be deposited by the Lottery Corporation to the Racing Commission. The Racing Commission shall further deposit these funds to each race track licensed under KRS Chapter 230 in equal amounts.
(g)
All funds described in paragraph (a) of this subsection that are not applied or distributed by the Lottery Corporation as provided in paragraphs (c) to (f) of this subsection shall be paid by the Lottery Corporation into the general fund of the Commonwealth of Kentucky. The funds described in this paragraph shall be appropriated from the general fund as follows:
1.
All of the funds in fiscal year 2002-2003 shall be appropriated to the Department of Education for distribution through the fund to Support Education Excellence in Kentucky (SEEK), to increase the SEEK formula, to restore funding to the Kentucky Education Reform Act strands and continuing general fund grant programs administered by the Department of Education in support of program needs of local school districts, and for teacher compensation; and

2.
In each fiscal year thereafter, the funds shall be appropriated as follows:

a.
Seven percent (7%) for a prescription drug program for senior citizens; and
b.
Seven percent (7%) for health and human services including but not limited to mental illness and substance abuse services; and
c.
Six percent (6%) for environmental cleanup and enhancement programs including but not limited to solid waste and landfill closure and cleanup directed by the Natural Resources and Environmental Protection Cabinet, and to environmental programs directed by the Department of Fish and Wildlife Resources; and
d.
Forty percent (40%) to support the Kentucky Education Reform Act and general education purposes; and
e.
Twenty-five percent (25%) for capital construction including but not limited to debt service to support community development projects, public infrastructure, elementary and secondary education construction projects through the School Facilities Construction Commission, and postsecondary education construction projects; and
f.
Fifteen percent (15%) for replenishment of the budget reserve trust fund until the budget reserve trust fund equals five percent (5%) of general fund annual revenues. Amounts not necessary to achieve the five percent (5%) level of the budget reserve trust fund shall be appropriated for basic state services supported by the general fund.
(2)
The portion of the annual gaming income for each calendar year of each full gaming facility licensee specified in paragraph (a) of this subsection shall be allocated and distributed by the full gaming facility licensee solely for the purposes described in paragraphs (b) to (g) of this subsection.
(a)
The portion of the gaming income to be so allocated and distributed by the full gaming facility licensee shall be a percentage of the annual gaming income, based upon the following range:
1.
Ten percent (10%) of the annual gaming income not exceeding fifty million dollars ($50,000,000);
2.
Eleven and seventy-eight one-hundredths percent (11.78%) of the annual gaming income exceeding fifty million dollars ($50,000,000) but not exceeding one hundred million dollars ($100,000,000);
3.
Fourteen and twenty-eight one-hundredths percent (14.28%) of the annual gaming income exceeding one hundred million dollars ($100,000,000) but not exceeding one hundred fifty million dollars ($150,000,000);
4.
Fourteen and seventy-eight one-hundredths percent (14.78%) of the annual gaming income exceeding one hundred fifty million dollars ($150,000,000) but not exceeding two hundred million dollars ($200,000,000); and 
5.
Fifteen and twenty-eight one-hundredths percent (15.28%) of the annual gaming income exceeding two hundred million dollars ($200,000,000).
(b)
From the funds described in paragraph (a) of this subsection, each full gaming facility licensee shall retain an amount equal to fifty percent (50%) of these funds. On or before the third business day of each week, this retained amount shall be paid and applied as set forth in paragraph (e) of this subsection.
(c)
From the funds described in paragraph (a) of this subsection, on or before the third business day of each week, each full gaming facility licensee shall deposit an amount equal to twenty percent (20%) of these funds to a subaccount of the purse fund of all electronic gaming device operators to be used to supplement standardbred races designated for horses that were sired by standardbred stallions domiciled in Kentucky, and shall further deposit an amount equal to five percent (5%) of these funds to a subaccount of the purse fund of all electronic gaming device operators to be used to supplement standardbred races designated for horse racing at county fair programs in Kentucky.
(d)
From the funds described in paragraph (a) of this subsection, on or before the third business day of each week, each full gaming facility licensee shall allocate and distribute, as specified in this paragraph, an amount equal to fifty percent (50%) of those funds. The electronic gaming device operator shall pay or retain to each eligible association, including the electronic gaming device operator, which conducted a live thoroughbred race meeting at any time during the immediately preceding calendar year an amount equal to that portion of the amount described in this paragraph that corresponds to the ratio of the total association purses paid by the eligible association in the immediately preceding calendar year, not including any portion of these purses paid from funds received under this paragraph and paragraph (b) of this subsection, compared to the total association purses paid in the immediately preceding calendar year by all eligible associations conducting thoroughbred race meetings in the immediately preceding calendar year, not including any portion of these purses paid from funds received under this paragraph and paragraph (b) of this subsection. Notwithstanding the foregoing, eligible associations which are parties to an agreement entered into pursuant to subsection (7) of Section 11 of this Act may agree to allocate among themselves amounts received by them under this paragraph. 
(e)
The funds retained or received by an electronic gaming device operator under paragraphs (b) and (d) of this subsection shall be allocated by the electronic gaming device operator as follows:
1.
A percentage of the funds, not less than ten percent (10%) but not to exceed forty percent (40%), as authorized by the Racing Commission after the advice and assistance of the Kentucky Thoroughbred Development Fund Advisory Committee established pursuant to KRS 230.400, shall be paid as Kentucky thoroughbred development fund purse supplements;
2.
A percentage of the funds, not less than ten percent (10%) but not to exceed twenty percent (20%), as authorized by the Racing Commission after the advice and assistance of the Kentucky Thoroughbred Development Fund Advisory Committee, shall be paid as Kentucky thoroughbred claiming fund purse supplements; and
3.
The remaining amount of these funds shall be allocated to the purse money paid at race meetings conducted by all electronic gaming device operators.
(f)
From the funds described in paragraph (a) of this subsection, and after subtraction of the amount applied pursuant to paragraph (c) of this subsection, on or before the third business day of each week, each full gaming facility licensee shall deposit the balance of these funds to the purse fund of all electronic gaming device operators to be used exclusively to supplement purse money paid at race meetings conducted by electronic gaming device operators. Unless otherwise provided in an agreement entered into pursuant to subsection (7) of Section 11 of this Act, if the funds to be so applied to purses exceed an average of one hundred fifty thousand dollars ($150,000) per day of live racing, then the electronic gaming device operator shall cooperate with the Kentucky Harness Horsemen’s Association in making application to the Racing Commission for additional live racing dates for the following year; or the electronic gaming device operator may assign a portion of these funds, not to exceed thirty percent (30%), to another licensed standardbred track which was licensed by the Racing Commission to conduct standardbred racing prior to January 1, 2001, and is conducting electronic gaming device gaming, to support the purse fund of that track; or by agreement with the Kentucky Harness Horsemen’s Association, the electronic gaming device operator may increase the funds to be so applied above one hundred fifty thousand dollars ($150,000) per day.
(g)
The funds allocated and distributed under paragraphs (c) and (f) of this subsection shall be applied only to standardbred racing purses, regardless of the breed of racing conducted at a facility licensed to conduct standardbred racing.
(3)
The portion of the gaming income of each full gaming facility licensee not paid to the Lottery Corporation as provided in subsection (1) of this section and not allocated and distributed by the full gaming facility licensee as provided in subsection (2) of this section shall be retained by the full gaming facility licensee, which shall allocate and distribute the funds as specified in paragraphs (b) to (d) of this subsection.
(a)
The amounts of annual gaming income for each calendar year of each full gaming facility licensee to be allocated and distributed pursuant to this subsection are calculated as follows:
1.
Sixty-two percent (62%) of the annual gaming income not exceeding fifty million dollars ($50,000,000);
2.
Fifty-one and seventy-eight one-hundredths percent (51.78%) of the annual gaming income exceeding fifty million dollars ($50,000,000) but not exceeding one hundred million dollars ($100,000,000);
3.
Forty-six and twenty-eight one-hundredths percent (46.28%) of the annual gaming income exceeding one hundred million dollars ($100,000,000) but not exceeding one hundred fifty million dollars ($150,000,000);
4.
Forty-four and seventy-eight one-hundredths percent (44.78%) of the annual gaming income exceeding one hundred fifty million dollars ($150,000,000) but not exceeding two hundred million dollars ($200,000,000); and
5.
Forty-three and twenty-eight one-hundredths percent (43.28%) of the annual gaming income exceeding two hundred million dollars ($200,000,000).
(b)
An amount equal to twenty-five hundredths of one percent (0.25%) of annual gaming income shall be redeposited by the full gaming facility licensee to the Racing Commission for capital improvements to its backside racing facilities. On or before February 1 of each year, the full gaming facility licensee shall provide a written statement to the Racing Commission, certified by an officer of the full gaming facility licensee, providing an accounting of the funds expended under this paragraph. The Racing Commission may promulgate administrative regulations concerning the expenditure of those funds, including any carryover to future periods, and may take into account any failure to comply with this subsection in any licensing determination made by the Racing Commission. As used in this paragraph, “capital improvement” means any addition, replacement, or remodeling of a structural unit of the backside of a racetrack, as defined in KRS 230.218, including but not limited to the construction of barns used for the racetrack, backstretch facilities for horsemen, paddock facilities, the installation of permanent new heating or air conditioning, and installations of a permanent nature forming a part of the backside of the track.
(c)
An amount equal to one-tenth of one percent (0.1%) of annual gaming income shall be paid by the full gaming facility licensee to the horsemen’s groups representing the horsemen of the electronic gaming device operator’s racetrack, as follows: 

1.
In the case of electronic gaming device operators which conduct thoroughbred racing, fifty percent (50%) to the Kentucky Division of the Horsemen’s Benevolent and Protective Association, or its successor, and fifty percent (50%) to the Kentucky Thoroughbred Owners and Breeders Association, or its successor; and

2.
In the case of electronic gaming device operators which conduct standardbred racing, to the Kentucky Harness Horsemen’s Association.
(d)
All funds described in this subsection that are not allocated or distributed as provided in paragraph (b) or (c) of this subsection shall be applied first to the operating expenses incurred by the full gaming facility licensee, including but not limited to costs of payroll, equipment purchase or lease, supplies, advertising and promotions, training of employees, uniforms, utilities, insurance, depreciation, and other reasonable expenses of operating electronic gaming devices and other games of chance, and second to any other lawful costs, expenditures, and expenses of the racetrack in Kentucky.
(4)
On or before the third business day of each week, each full gaming facility licensee shall provide a written statement to the Lottery Corporation and to the Racing Commission, certified by an officer of the full gaming facility licensee, providing an accounting of the funds paid, allocated, and distributed under subsections (1)(b), (2)(b), (2)(c), (2)(d), (2)(e), and (2)(f) of this section.
(5)
This chapter hereby establishes a trust and revolving fund for the Racing Commission, designated as the Kentucky thoroughbred claiming fund, consisting of money allocated to the fund under the provisions of this chapter. Money to the credit of the Kentucky thoroughbred claiming fund shall be distributed by the State Treasurer for the purposes of this chapter upon authorization of the Racing Commission and upon approval of the secretary of the Finance and Administration Cabinet. Money to the credit of the Kentucky thoroughbred claiming fund at the end of each fiscal year shall not lapse, but shall be carried forward in this fund to the succeeding fiscal year. The Kentucky thoroughbred claiming fund shall be governed by the same administrative rules and regulations as apply to the Kentucky thoroughbred development fund, as may be supplemented by the Racing Commission."; and

Renumber subsequent sections accordingly.
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