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AN ACT relating to electronic gaming at racetracks as a part of the state lottery, and making an appropriation therefor.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   KRS CHAPTER 230A IS ESTABLISHED AND A NEW SECTION THEREOF IS CREATED TO READ AS FOLLOWS:

The General Assembly hereby finds and declares that:
(1)
In authorizing electronic gaming as described in this chapter, it is the purpose and intent of the General Assembly to:
(a)
Provide non-state-supported financial assistance to Kentucky’s horse racing and breeding industry in the form of new revenues generated by the operation of electronic gaming devices, which will enable the industry to create new jobs, encourage investment, and promote excellence in racing through higher purses for horsemen, renovation, and modernization of the state’s aging racetracks;
(b)
Restrict the operation of electronic gaming devices to the state’s racetracks where wagering is permitted and the requisite controls exist; and
(c)
Provide for greater integrity, consistency, economy, and efficiency by requiring that electronic gaming authorized under this chapter be a part of the state lottery and under the supervision of the Kentucky Lottery Corporation created under KRS Chapter 154A;
(2)
The operation of electronic gaming devices as described in this chapter will generate substantial new revenue for state government so that state government can better serve the needs of the citizens of this state;
(3)
The horse racing industry in Kentucky provides a valuable tourism resource for the Commonwealth and provides significant economic benefits to the citizens of this state through the provision of jobs and the generation of state revenues;
(4)
This valuable tourism resource is facing serious economic harm from competition resulting from increased gaming opportunities in neighboring states, including riverboat casinos and video lottery gaming. The operation of electronic gaming devices at certain facilities in this state would allow the racing industry to more effectively compete with out-of-state gaming to keep racing viable and protect the substantial economic contribution the racing industry makes to the Commonwealth;
(5)
There is a recognizable need to protect the public against a statewide proliferation of gaming;
(6)
The racing industry currently operates in limited areas of the Commonwealth where pari-mutuel wagering has been accepted, and the operation of additional gaming options exclusively at racetracks would not conflict with established community moral standards;
(7)
The playing of electronic gaming devices as described in this chapter will be limited to persons twenty-one (21) years or older; 
(8)
The Kentucky Lottery Corporation established under KRS Chapter 154A will provide the expertise necessary to oversee the operation of electronic gaming devices in an efficient and effective manner;
(9)
The racing industry has extensive experience and expertise in the management of gaming activities, which ensures that electronic gaming devices will be operated with honesty and integrity; and
(10)
The racing industry has extensive experience and expertise in the development and operation of first-class entertainment facilities, including food and other amenities, which ensures that the operation of electronic gaming devices by licensed racetracks as described in this chapter will create additional economic development, provide competition for out-of-state gaming, promote the racing and tourism industries in the state, and generate substantial revenue for the state and the racing industry.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

As used in this chapter, unless the context requires otherwise:
(1)
"Associated equipment" means any hardware located on a licensed racetrack’s premises which is connected to the electronic gaming device system for the purpose of performing communication, validation, or other functions, but not including the electronic gaming devices or the telecommunications facilities of a public utility;
(2)
"Central computer system" means any central site computer controlled by the Lottery Corporation to which electronic gaming devices communicate for purposes of information retrieval and other purposes authorized by this chapter; 
(3)
(a)
"Control" means:
1.
The direct or indirect possession by a person and the affiliates and associates of that person of the power to direct or cause the direction of the management and policies of an eligible association, whether through the ownership of voting securities, by contract, or otherwise;
2.
The direct or indirect beneficial ownership by a person and the affiliates and associates of that person of, or the direct or indirect power of a person and the affiliates and associates of that person to vote or direct the voting of, twenty percent (20%) or more of the votes entitled to be cast by an eligible association's owners; or
3.
The direct or indirect beneficial ownership by a person and the affiliates and associates of that person of twenty percent (20%) or more of the ownership interests in an eligible association.
(b)
For purposes of this subsection:
1.
"Affiliate" means a person who directly, or indirectly through one (1) or more intermediaries, controls, or is controlled by, or is under common control with, a specified person; and 
2.
"Associate," when used to indicate a relationship with any person, means:
a.
Any corporation or organization, other than the eligible association or a subordinate entity of the eligible association, of which that person is an officer or equivalent position or the beneficial owner of ten percent (10%) or more of any class of ownership interests;
b.
Any trust or other estate in which that person has a substantial beneficial interest or as to which that person serves as trustee or in a similar fiduciary capacity; and 
c.
Any relative or spouse of that person, or any relative of that spouse, any one of whom has the same home as that person;
(4)
"Electronic gaming device" means a Lottery Corporation-approved electronic or mechanical device sold, leased, or transferred to an eligible association licensed as an electronic gaming device operator, connected with the Lottery Corporation’s central computer system, and used for the purpose of playing electronic gaming device games. An electronic gaming device may:
(a)
Simulate the play of one or more games of chance;
(b)
Use spinning reels or video displays or both;
(c)
Dispense coins, currency, vouchers, tokens, or redemption tickets directly to winning players;
(d)
Use an electronic credit system making the deposit of coins, currency, vouchers, or tokens unnecessary. However, no electronic gaming device shall accept a credit card or debit card from a player for the exchange or purchase of electronic gaming device game credits or for an advance of coins, currency, vouchers, tokens, or redemption tickets to be utilized by a player to play an electronic gaming device game, or extend credit, in any manner, to a player so as to enable the player to play an electronic gaming device game; or
(e)
Have the multifunctional ability to conduct both electronic gaming device games and pari-mutuel wagering on horse racing;
(5)
"Electronic gaming device distributor" means any person holding a license granted by the Lottery Corporation to engage in the business of buying, selling, leasing, servicing, or repairing electronic gaming devices, associated equipment, or the parts thereof for use by electronic gaming device operators;
(6)
"Electronic gaming device employee" means any floor attendant, service technician, or validation manager who performs services for an electronic gaming device operator or for an electronic gaming device operations manager in connection with the operation of electronic gaming devices;
(7)
"Electronic gaming device game" means any game, including but not limited to video poker, keno, line-up or blackjack, which is displayed or played on an electronic gaming device and which:
(a)
Is connected to the Lottery Corporation’s central computer system by an on-line or dial-up telecommunications system;
(b)
Is utilized by a player’s insertion of coins, currency, vouchers, or tokens or entry of electronic credits into an electronic gaming device, which causes game play credits to be displayed on the electronic gaming device, and with respect to which each game play credit entitles a player to choose one or more symbols or numbers or to cause the electronic gaming device to randomly select symbols or numbers;
(c)
Allows the player to win additional game play credits, coins, currency, vouchers, or tokens based upon game rules which establish the random selection of winning combinations of symbols or numbers or both and the number of free-play credits, coins, currency, vouchers, or tokens to be awarded for each winning combination of symbols or numbers or both;
(d)
Is based upon machine-generated random selection of winning combinations based wholly or predominantly on chance;
(e)
In the case of an electronic gaming device operator choosing to operate an electronic gaming device, which allows the player an option to select replacement symbols, numbers, additional symbols, or numbers after the game is initiated, in the course of play, either:
1.
Signals the player, prior to any optional selection by the player of randomly generated replacement symbols or numbers, as to which symbols or numbers should be retained by the player to present the best chance, based upon probabilities, that the player may select a winning combination; 
2.
Signals the player, prior to any optional selection by the player of randomly generated additional symbols or numbers, as to whether such additional selection presents the best chance, based upon probabilities, that the player may select a winning combination; or 
3.
Randomly generates additional or replacement symbols and numbers for the player after automatically selecting the symbols and numbers which should be retained to present the best chance, based upon probabilities, for a winning combination, so that in any event, the player is not permitted to benefit from any personal skill, based upon a knowledge of probabilities, before deciding which optional numbers or symbols to choose in the course of electronic gaming device play; and
(f)
Allows a player at any time to simultaneously clear all game play credits and receive coins, currency, or a redemption ticket equal to the value of the free plays cleared from the electronic gaming device;
(8)
"Electronic gaming device license" means authorization granted by the Lottery Corporation to an eligible association which is first licensed by the Racing Authority to conduct thoroughbred or standardbred racing under KRS Chapter 230, permitting the eligible association to operate electronic gaming devices at a racetrack in accordance with the provisions of this chapter;
(9)
"Electronic gaming device manufacturer" or "manufacturer" means any person holding a license granted by the Lottery Corporation to engage in the business of designing, building, constructing, assembling, or manufacturing electronic gaming devices, the electronic computer components of the electronic gaming devices, the random number generator of the electronic gaming devices, or the cabinet in which it is housed, and whose product is intended for sale, lease, or other transfer to an eligible association licensed in Kentucky which is an electronic gaming device operator. An electronic gaming device manufacturer may contract directly for the sale, lease, or other transfer of any such product to an eligible association licensed in Kentucky as an electronic gaming device operator, without holding a separate license as an electronic gaming device distributor;
(10)
"Electronic gaming device operations manager" means any person holding a license granted by the Lottery Corporation to manage, and which has contracted with an electronic gaming device operator to manage, the operation of the electronic gaming devices of an electronic gaming device operator;
(11)
"Electronic gaming device operator" means an eligible association, or associations if applicable, which holds an electronic gaming device license;
(12)
"Eligible association" means a person licensed by the Racing Authority to conduct a live horse race meeting at the racetrack owned or operated by such person and conduct pari-mutuel wagering thereon under KRS Chapter 230. Any person licensed to conduct pari-mutuel wagering or horse races under KRS 230.361(4) or 230.398, or any association that changes the primary breed of live racing after January 1, 2002, shall not qualify as an eligible association;
(13)
"Floor attendant" means a person who holds a license issued by the Lottery Corporation and who corrects paper jams and bill jams in electronic gaming devices and provides courtesy services for electronic gaming device players;
(14)
"Gaming income" means the total amount of coins, currency, vouchers, tokens, or electronic credits inserted or entered into the electronic gaming devices operated by an electronic gaming device operator, minus the total value of coins, currency, vouchers, and tokens won by a player and game credits which are cleared from the electronic gaming devices in exchange for coins, currency, vouchers, tokens, or redemption tickets; and “annual gaming income” means the gaming income collecting during a given calendar year;
(15)
"Lottery Corporation" means the Kentucky Lottery Corporation established under KRS Chapter 154A;
(16)
“Person” means an individual, a general partnership, a limited liability partnership, including a registered limited liability partnership, a limited partnership, a limited liability company, a trust, estate, a corporation, or any other legal entity;
(17)
"Progressive game" means any game whose jackpot grows and accumulates as it is being played on an electronic gaming device and whose outcome is randomly determined by the play of electronic gaming devices;
(18)
"Racetrack" or "licensed racetrack" means a facility owned, leased, or operated by an eligible association and specified in a license issued by the Racing Authority as a racetrack where a live horse race meeting is conducted under KRS Chapter 230; provided, for the purposes of this chapter, "racetrack" or "licensed racetrack" includes only those facilities which were specified as of January 1, 2001, in licenses issued by the Racing Authority as racetracks where live horse race meetings were authorized to be conducted. The term "racetrack" or "licensed racetrack" does not include any simulcast facility as defined in KRS 230.210(10); provided, the term "racetrack" or "licensed racetrack" may include any facility located within the same county as the facility of the eligible association that has been approved by the Racing Authority as of January 1, 2001, pursuant to KRS 230.300 as part of the place, track, or enclosure, or any other facility that is located within the same county as the facility of the eligible association and that, after January 1, 2001:
(a)
Is approved by the Racing Authority pursuant to KRS 230.300 as part of the place, track, or enclosure;
(b)
If the other facility is not contiguous to the facility of the eligible association, is approved by a resolution of the governing body of the local jurisdiction in which the other facility is located; and
(c)
In the case of a county in which more than one licensed racetrack is located, is approved in writing by the other licensed racetrack.

Provided further, however, that an eligible association may operate electronic gaming devices at only one (1) facility;
(19)
"Racing Authority" means the Kentucky Horse Racing Authority established under KRS Chapter 230;
(20)
"Security personnel" means a person who holds a license issued by the Lottery Corporation, who has the necessary qualifications as to training and experience, and who is responsible for maintaining the security and integrity of all games and facilities authorized under this chapter;
(21)
"Service technician" means a person who holds a license issued by the Lottery Corporation and who performs service, maintenance, and repair on licensed electronic gaming devices in this state;
(22)
"Simulcast facility" means any facility approved under KRS 230.380 to simulcast racing and conduct pari-mutuel wagering; and
(23)
"Validation manager" means a person who holds a license issued by the Lottery Corporation and who performs electronic gaming device redemption services.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

Any application fees and annual fees for licensing of electronic gaming device operators, electronic gaming device operations managers, electronic gaming device distributors, electronic gaming device employees, electronic gaming device manufacturers, security personnel, and others shall not exceed ten thousand dollars ($10,000) per application for electronic gaming device operators and electronic gaming device manufacturers, one hundred dollars ($100) per application for electronic gaming device operations managers, and one hundred dollars ($100) per application for electronic gaming device distributors. These annual fees for licensing shall not exceed twenty dollars ($20) for electronic gaming device employees and others.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

The Lottery Corporation, in addition to any other powers granted by this chapter, shall have the powers necessary and proper to carry out and effectuate the provisions of this chapter relating to electronic gaming devices, including the power to provide for the allocation and disbursement of gaming income paid to the Lottery Corporation as provided in Section 7 of this Act.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

An application for an electronic gaming device operator license may be denied, or an electronic gaming device operator license issued to a licensee may be revoked or not renewed, if the Lottery Corporation determines that the gaming income generated through the operation of electronic gaming devices has not been remitted to the Lottery Corporation in accordance with Section 7 of this Act, and that determination is affirmed by a court of proper jurisdiction.
SECTION 6.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

Each electronic gaming device operator shall be responsible for remitting to the Lottery Corporation gaming income in accordance with Section 7 of this Act.
SECTION 7.   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 electronic gaming device operator 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 subsection.
(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 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 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 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 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 electronic gaming device operator shall pay to the Lottery Corporation a percentage of the gaming income collected by the electronic gaming device operator 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 electronic gaming device operator 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, including but not limited to administrative expenses and payroll and other employment costs attributable to the regulation of electronic gaming device games by the Lottery Corporation, and expenses attributable to operation of the central computer system. Twenty-four (24) months after the implementation of the operation of electronic gaming devices 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) electronic gaming device licensee allows the play of electronic gaming devices on its premises.
(d)
After payment of the costs and expenses described in paragraph (c) of this subsection, an amount equal to twenty-five hundredths of one percent (0.25%) of the annual gaming income of each electronic gaming device operator shall be dedicated for local economic development for the local governments in which the operator is located and shall be distributed by the Lottery Corporation as follows:
1.
If the electronic gaming device operator is located in an incorporated area, fifty percent (50%) shall be distributed to the governing body of the city in which the racetrack is located, and fifty percent (50%) to the governing body of the county in which the racetrack is located.
2.
If the electronic gaming device operator 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 racetrack is located, and fifty percent (50%) to the governing body of the county in which the racetrack is located.
3.
Notwithstanding subparagraphs 1. and 2. of this paragraph, if the electronic gaming device operator 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 electronic gaming device operator 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 two-tenths of one percent (0.2%), but in any event no less than two million dollars ($2,000,000), 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. The two million dollar ($2,000,000) minimum shall only apply when statewide annual gaming income exceeds five hundred million dollars ($500,000,000). 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 three-tenths of one percent (0.3%) of the annual gaming income shall be deposited by the Lottery Corporation to the equine industry program trust and revolving fund to be used for funding the equine industry program at the University of Louisville.
(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 and appropriated from the general fund as provided in Section 8 of this Act.

(2)
The portion of the annual gaming income for each calendar year of each electronic gaming device operator specified in paragraph (a) of this subsection shall be allocated and distributed by the electronic gaming device operator 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 electronic gaming device operator 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 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 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 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 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 electronic gaming device operator which conducts thoroughbred racing 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 electronic gaming device operator which conducts standardbred racing shall deposit an amount equal to twenty percent (20%) of these funds to a subaccount of the purse fund of the electronic gaming device operator to be used to supplement standardbred races designated for horses that were sired by standardbred stallions domiciled in Kentucky, and shall further deposit from the funds described in paragraph (a) of this subsection an amount equal to five percent (5%) of these funds to a subaccount of the purse fund of the electronic gaming device operator 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 electronic gaming device operator which conducts thoroughbred racing 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 to operate a joint electronic gaming device facility at a racetrack owned or operated by either eligible association 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 Authority 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 Authority 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 the electronic gaming device operator.
(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 electronic gaming device operator which conducts standardbred racing shall deposit the balance of these funds to the purse fund of the electronic gaming device operator to be used exclusively to supplement purse money paid at race meetings conducted by the electronic gaming device operator. Unless otherwise provided in an agreement to operate a joint electronic gaming device facility at a racetrack owned or operated by either eligible association, and 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 Authority 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 Authority 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 electronic gaming device operator not paid to the Lottery Corporation as provided in subsection (1) of this section and not allocated and distributed by the electronic gaming device operator as provided in subsection (2) of this section shall be retained by the electronic gaming device operator, 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 electronic gaming device operator 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 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 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 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 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 retained by the electronic gaming device operator as provided in paragraph (a) of this subsection shall be spent by the electronic gaming device operator for capital improvements to its backside racing facilities. On or before February 1 of each year, the electronic gaming device operator shall provide a written statement to the Racing Authority, certified by an officer of the electronic gaming device operator, providing an accounting of the funds expended under this paragraph. The Racing Authority 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 Authority. As used in this paragraph, "capital improvement" means any addition, replacement, or remodeling of a structural unit of the backside of a racetrack, as described 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 retained by the electronic gaming device operator as provided in paragraph (a) of this subsection shall be paid by the electronic gaming device operator 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 electronic gaming device operator, 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 second to any other lawful costs, expenditures, and expenses of the racetrack in Kentucky and any lawful distributions of the electronic gaming device operator.
(4)
On or before the third business day of each week, each electronic gaming device operator shall provide a written statement to the Lottery Corporation and to the Racing Authority, certified by an officer of the electronic gaming device operator, 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)
For purposes of subsections (1), (2), and (3) of this section, each of the associations jointly licensed to operate an electronic gaming device facility pursuant to this chapter shall be treated as an individual electronic gaming device operator having annual gaming income equal to the total annual gaming income for the jointly licensed facility divided by the number of associations jointly licensed to operate the facility. The jointly licensed facility may file a single statement for the joint facility in compliance with subsection (4) of this section provided that the payments, allocations, and distributions applicable to each association are reflected separately in the statement.
(6)
This chapter hereby establishes a trust and revolving fund for the Racing Authority, 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 Authority 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 Authority.

SECTION 8.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The amount required to be paid by the Lottery Corporation into the general fund under subsection (1)(g) of Section 7 of this Act shall be appropriated each fiscal year as recurring appropriations as follows:
(a)
Sixty million dollars ($60,000,000) to the Cabinet for Health Services, to restore the Medicaid match to provide health care services for the indigent families and children of Kentucky;
(b)
Fifty-one million dollars ($51,000,000) to the Department of Education for distribution through the fund to support education excellence in Kentucky (SEEK);
(c)
Forty-eight million seven hundred thousand dollars ($48,700,000) to the Department of Education for distribution through the fund to support education excellence in Kentucky (SEEK) to provide a cost-of-living adjustment of one thousand dollars ($1,000) for all elementary and secondary certified staff employed by a local board of education regardless of the length of the staff member's employment contract or annual base salary. Certified staff employed by a local board of education that work less than full-time shall receive a pro rata share of the cost-of-living adjustment based upon the terms of their employment;
(d)
Five million dollars ($5,000,000) to the Justice Cabinet, Department of Corrections, to provide to counties to house state prisoners;
(e)
Five million dollars ($5,000,000) to the Attorney General to combat terrorism and illegal drug use and to establish regional offices in eastern and western Kentucky;
(f)
Ten million dollars ($10,000,000) to the Kentucky State Police for their use in combating terrorism and illegal drug use and establishing a Kentucky Bureau of Investigation;
(g)
Twenty-seven million dollars ($27,000,000) to postsecondary education;
(h)
Two million five hundred thousand dollars ($2,500,000) to the Transportation Cabinet to pay for transportation of students to private elementary and secondary schools; and
(i)
Thirty-six million five hundred sixteen thousand dollars ($36,516,000) for debt service payments or use allowance payments to support community development projects, postsecondary education capital construction projects, and courthouse construction projects as designated by the General Assembly in an aggregate amount not to exceed four hundred million dollars ($400,000,000).
(2)
After first providing for the recurring expenditures as provided in subsection (1) of this section, all remaining funds paid by the Lottery Corporation to the general fund pursuant to subsection (1)(g) of Section 7 of this Act shall be appropriated as follows:
(a)
Twenty percent (20%) to the Cabinet for Health Services to restore the Medicaid match to provide health care services for indigent families and children of Kentucky;

(b)
Fifteen percent (15%) to postsecondary education;

(c)
Five percent (5%) to the Justice Cabinet for distribution to local law enforcement for their use in combating terrorism and illegal drug use;

(d)
Five percent (5%) to the Kentucky Infrastructure Authority to be distributed to local governments in accordance with the formula established by the Kentucky pride fund for their use in conducting environmental cleanups; and

(e)
The balance of any funds remaining to the Department of Education for distribution through the fund to support education excellence in Kentucky (SEEK).

Section 9.   KRS 137.190 is amended to read as follows:

The[ license tax imposed by KRS 137.170, the] admission tax imposed by KRS 138.480,[ and] the state taxes and contributions imposed by KRS 138.510 to 138.550 and KRS 230.380 on pari-mutuel systems of betting, and the amounts paid to the Kentucky Lottery Corporation under Section 7 of this Act shall be in lieu of all other license, excise, special, or franchise taxes to the state or any county, city, or other political subdivision. No county, city, or other political subdivision may levy any license, income, excise, special, or franchise tax on any such person or corporation engaged in the business of an electronic gaming device operator, or in the business of conducting a race track at which races are conducted for stakes, purses or prizes, or operating as a receiving track or simulcast facility, or on the operation or maintenance of any pari-mutuel machine, electronic gaming device, or similar device, or on the money or amount of money handled by or through any pari-mutuel machine, electronic gaming device, or similar device or on the sale of any merchandise during the conducting of races thereon by any such person, Lottery Corporation, or corporation.

Section 10.   KRS 138.480 is amended to read as follows:

Except for the conduct of harness racing at a county fair, each person entering the grounds or enclosure of any race track at which a live race meeting is being conducted under the jurisdiction of the Kentucky Horse Racing Authority, for the purpose of attending the races or for any other purpose connected therewith, shall pay a tax of fifteen cents ($0.15) to the state, except as otherwise provided in this section. If tickets good for more than one (1) day are issued, the sum of fifteen cents ($0.15) shall be paid by each person using such ticket on each day that it is used. No admission tax shall be collected from any of the employees of the race track, or any of the owners or trainers of horses, or jockeys, or their employees. The admission tax provided for in this section shall be collected by the race track from each person on entering the race track or enclosure on a paid[ or free] admission, but shall not be required to be collected from or paid with respect to any person on entering the race track or enclosure on a free admission. The race track shall account to and pay to the state the money so collected.

Section 11.   KRS 154A.130 is amended to read as follows:

(1)
All money received by the corporation from the sale of lottery tickets and all other sources, except gaming income as defined under KRS Chapter 230A, shall be deposited into a corporate operating account. All gaming income paid to the corporation by electronic gaming device operators as provided in Section 7 of this Act shall be deposited into a separate gaming income account, which shall be administered in accordance with Section 7 of this Act. The corporation is authorized to use all money in the corporate operating account for the purposes of paying lottery ticket prizes and the necessary expenses of the corporation and dividends to the state. The corporation shall allocate the amount to be paid by the corporation to lottery ticket prize winners. The amount in the corporate operating account which the corporation anticipates will be available for the payment of lottery ticket prizes on an annuity basis may be invested in direct United States Treasury obligations. These instruments may be in varying maturities with respect to payment of annuities and may be in book-entry form. Monthly, no later than the last business day of the succeeding month, the corporation shall transfer from the corporate operating account to a lottery trust fund the amount of net revenues which the corporation determines are surplus to its needs. These funds shall be held in trust until 1990 at which time the General Assembly shall determine the manner in which the funds will be allocated and appropriated. The net revenues shall be determined by deducting from gross revenues the payment costs incurred in the operation and administration of the lottery, including the expenses of the corporation and the costs resulting from any contract or contracts entered into for promotional, advertising, or operational services or for the purchase or lease of lottery equipment and materials, fixed capital outlays, and the payment of prizes to the holders of winning lottery tickets. After the start-up costs are paid, it is the intent of the Legislature that it shall be the goal of the corporation to transfer each year thirty-five percent (35%) of gross revenues to the general fund for the purposes stated above.

(2)
A Kentucky lottery trust account is established in the State Treasury. Net lottery revenues shall be credited to this restricted account as provided in subsection (1) of this section. Moneys credited to the Kentucky lottery trust account shall be invested by the state in accordance with state investment practices and all earnings from the investments shall accrue to this account. No moneys shall be allotted or expended from this account unless pursuant to an appropriation by the General Assembly, except that moneys as are needed shall be transferred to the general fund pursuant to the provisions of the Acts of the Extraordinary Session of the 1988 General Assembly. Moneys in the Kentucky lottery trust account shall not lapse at the close of the state fiscal year.

(3)
Beginning in fiscal year 1999-2000, and each fiscal year thereafter, three million dollars ($3,000,000) from net lottery revenues from the sale of lottery tickets shall be credited from the general fund as follows:

(a)
To the Collaborative Center for Literacy Development, one million two hundred thousand dollars ($1,200,000) in fiscal year 1999-2000 and each fiscal year thereafter; and

(b)
To the early reading incentive fund, one million eight hundred thousand dollars ($1,800,000) in fiscal year 1999-2000 and each fiscal year thereafter.

(4)
After the allocation of three million dollars ($3,000,000) to literacy development, as provided in subsection (3) of this section, net lottery revenues from the sale of lottery tickets shall be credited from the general fund as follows:

(a)
To the Wallace G. Wilkinson Kentucky educational excellence scholarship trust fund established in KRS 164.7877:

1.
Seven million dollars ($7,000,000) in fiscal year 1999-2000;

2.
Fifteen percent (15%) in fiscal year 2000-2001;

3.
Twenty-five percent (25%) in fiscal year 2001-2002;

4.
Thirty-two percent (32%) in fiscal year 2002-2003;

5.
Forty percent (40%) in fiscal year 2003-2004; and

6.
Forty-five percent (45%) in fiscal year 2004-2005 and each fiscal year thereafter; and

(b)
To the College Access Program and the Kentucky Tuition Grants Program established in KRS Chapter 164:

1.
Fourteen million dollars ($14,000,000) in fiscal year 1998-1999;

2.
Fifteen million dollars ($15,000,000) in fiscal year 1999-2000;

3.
Thirty-two percent (32%) in fiscal year 2000-2001 through fiscal year 2002-2003;

4.
Forty percent (40%) in fiscal year 2003-2004;

5.
Forty-five percent (45%) in fiscal year 2004-2005; and

6.
Fifty-five percent (55%) of net lottery revenues in fiscal year 2005-2006 and each fiscal year thereafter.

(5)
The Auditor of Public Accounts shall be responsible for a financial postaudit of the books and records of the corporation. The postaudit shall be conducted in accordance with generally accepted accounting principles, shall be paid for by the corporation, and shall be completed within ninety (90) days of the close of the corporation's fiscal year. The Auditor of Public Accounts shall contract with an independent, certified public accountant who meets the qualifications existing to do business within the Commonwealth of Kentucky to perform the corporation postaudit. The Auditor of Public Accounts shall remain responsible for the annual postaudit and the corporation shall pay all audit costs. The Auditor of Public Accounts may at any time conduct additional audits, including performance audits, of the corporation as he deems necessary or desirable. Contracts shall be entered into for audit services for a period not to exceed five (5) years and the same firm shall not receive two (2) consecutive audit contracts. All audits shall be filed with the Governor, the President of the Senate, and the Speaker of the House of Representatives. The corporation shall reimburse the Auditor of Public Accounts for the reasonable costs of any audits performed by him. The corporation shall cooperate with the Auditor of Public Accounts by giving employees designated by any of them access to facilities of the corporation for the purpose of efficient compliance with their respective responsibilities. With respect to any reimbursement that the corporation is required to pay to any agency, the corporation shall enter into an agreement with that agency under which the corporation shall pay to the agency an amount reasonably anticipated to cover the reimbursable expenses in advance of the expenses being incurred.

(6)
By no later than December 31 of each year, in an advertisement at least one-fourth (1/4) of a page in size, the Kentucky Lottery Corporation shall publish the following information in every general-circulation daily newspaper published in Kentucky:

(a)
The statements of revenue, expenses, and changes in retained earnings as shown in the most recent annual audit report. It shall be explained that the transfer of dividends is the amount of lottery earnings transferred to the general fund;

(b)
A statement identifying the auditing firm;

(c)
A telephone number which citizens may call to obtain a complete copy of the annual audit report; and

(d)
The name of the president/chief executive officer of the Kentucky Lottery Corporation and a complete list of board members.

The Kentucky Lottery Corporation shall pay for the cost of the advertisement.

Section 12.   KRS 154A.420 is amended to read as follows:

(1)
All proceeds from the sale of lottery tickets received by a person in the capacity of a lottery retailer shall constitute a trust fund until paid to the corporation either directly, or through the corporation's authorized collection representative. Proceeds shall include unsold instant lottery tickets received by a lottery retailer and cash proceeds of sale of any lottery products by lottery retailers, net of allowable sales commissions and credit for lottery prizes paid to winners by lottery retailers. Sales proceeds of lottery tickets and unused instant lottery tickets shall be delivered to the corporation or its authorized collection representative upon demand. The corporation shall, by administrative regulation, require retailers to place all lottery proceeds due the corporation in accounts in institutions insured by the Federal Deposit Insurance Corporation or Federal Savings and Loan Insurance Corporation not later than the close of the next banking day after the date of their collection by the retailer until the date they are paid over to the corporation. The corporation may require a retailer to establish a single separate electronic funds transfer account, where available, for the purpose of receiving moneys from lottery ticket sales, making payments to the corporation, and receiving payments from the corporation. Lottery retailers shall be personally liable for all proceeds. This section shall apply to all lottery tickets generated by computer terminal, other electronic device, and any other lottery tickets delivered to lottery retailers. All licensed electronic gaming device operators as defined under KRS Chapter 230A shall furnish to the corporation all protocol documentation and electronic funds transfer data necessary to effectuate the timely transfer of gaming income as defined under KRS Chapter 230A to the corporation in accordance with Section 7 of this Act.
(2)
Whenever any person who receives proceeds from the sale of lottery tickets or the operation of electronic gaming devices as defined under KRS Chapter 230A in the capacity of a lottery retailer or electronic gaming device operator becomes insolvent, or dies insolvent, the proceeds due the corporation from such person or his estate shall have preference over all debts or demands.

(3)
(a)
A lien is hereby given to the corporation on all funds and other personal property, on all real property, and on all rights to real or personal property owned or subsequently acquired by each retailer or electronic gaming device operator as defined under KRS Chapter 230A in the amount of, and to secure, the retailer's or electronic gaming device operator's obligations to remit lottery proceeds or gaming income as defined under KRS Chapter 230A to the corporation. The lien shall be in the amount of all sums due to the corporation at any time, together with all interest, penalties, fees, commissions, charges, and other expenses incurred by reason of nonpayment of the lottery proceeds or gaming income  to the corporation or in the process of collecting those proceeds or income, and shall have priority over any other obligation or liability for which the funds or real or personal property are liable. The lien shall be of equal rank with the tax liens of the state, or any city, county, or other taxing authority within the state. The lien shall arise upon the receipt of lottery proceeds by the retailer or gaming income by the electronic gaming device operator as defined in KRS Chapter 230A, whether or not the retailer or electronic gaming device operator is at that time obligated to remit all or any portion of those proceeds or income to the corporation, and shall be enforceable until the liability is paid or extinguished.

(b)
The lien imposed by paragraph (a) of this subsection shall not be valid as against any purchaser, judgment lien creditor, or holder of a security interest or mechanic's lien until notice of the corporation's lien has been filed by the corporation with the county clerk of any county or counties in which the retailer's or electronic gaming device operator's business or residence is located, or in any county in which the retailer has an interest in property. The recording of the lien shall constitute notice of both the original obligation to the corporation and all subsequent obligations to the corporation of the same retailer or electronic gaming device operator as defined under KRS Chapter 230A. Upon request, the corporation shall disclose the specific amount of liability at any given date to any interested party legally entitled to the information.

(c)
Even though notice of a lien has been filed as provided by paragraph (b) of this subsection, and notwithstanding the provisions of KRS 382.520, the lien imposed by paragraph (a) of this subsection shall not be valid with respect to a security interest which comes into existence after the notice of lien has been filed by reason of disbursements made within forty-five (45) days after the date the lien was filed or the date the person making the disbursements had actual notice of the lien filing, whichever is earlier, if the security interest:

1.
Is in property which at the time of filing is subject to the lien imposed by paragraph (a) of this subsection, and is covered by the terms of a written agreement entered into before the lien is filed; and

2.
Is protected under local law against a judgment lien arising as of the time of the lien filing, out of an unsecured obligation.

(d)
The corporation shall be afforded the same rights and remedies with respect to enforcement of any lien and collection of lottery proceeds or gaming income as defined under KRS Chapter 230A as is afforded state, county, city, and other taxing authorities by KRS Chapter 134.

Section 13.   KRS 230.260 is amended to read as follows:

The authority, in the interest of breeding or the improvement of breeds of horses, shall have all powers necessary and proper to carry out fully and effectually the provisions of this chapter including, but without limitation, the following:

(1)
The authority is vested with jurisdiction and supervision over all horse race meetings in this Commonwealth and over all associations and all persons on association grounds and may eject or exclude therefrom or any part thereof, any person, licensed or unlicensed, whose conduct or reputation is such that his presence on association grounds may, in the opinion of the authority, reflect on the honesty and integrity of horse racing or interfere with the orderly conduct of horse racing or racing at horse race meetings; provided, however, no persons shall be excluded or ejected from association grounds solely on the ground of race, color, creed, national origin, ancestry, or sex;

(2)
The authority, its representatives and employees, may visit, investigate and have free access to the office, track, facilities, or other places of business of any licensee for the purpose of satisfying itself that this chapter and its administrative regulations are strictly complied with;

(3)
The authority shall have full authority to prescribe necessary and reasonable administrative regulations and conditions under which horse racing at a horse race meeting shall be conducted in this state and to fix and regulate the minimum amount of purses, stakes, or awards to be offered for the conduct of any horse race meeting;

(4)
Applications for licenses shall be made in the form, in the manner, and contain information as the authority may, by administrative regulation, require. Fees for all licenses issued under KRS 230.310 or KRS Chapter 230A shall be prescribed by and paid to the authority;

(5)
The authority shall establish by administrative regulation minimum fees for jockeys to be effective in the absence of a contract between an employing owner or trainer and a jockey. The minimum fees shall be no less than those of July 1, 1985;

(6)
Any of the foregoing administrative regulations, to the extent they are promulgated, shall be promulgated, amended, or repealed in conformity with KRS Chapter 13A;

(7)
The authority may issue subpoenas for the attendance of witnesses before it and administer oaths to witnesses whenever, in the judgment of the authority, it is necessary to do so for the effectual discharge of its duties;

(8)
The authority shall have authority to compel any racing association licensed under this chapter to file with the authority at the end of its fiscal year, a balance sheet, showing assets and liabilities, and an earnings statement, together with a list of its stockholders or other persons holding a beneficial interest in the association;

(9)
The authority shall promulgate administrative regulations establishing safety standards for jockeys, which shall include the use of rib protection equipment. Rib protection equipment shall not be included in a jockey's weight.

(10)
The authority shall have all powers necessary and proper to carry out fully and effectively its responsibilities relating to electronic gaming device games as described in KRS Chapter 230A, including the application and licensing of electronic gaming device employees, overseeing proceeds from electronic gaming device games as described in Section 7 of this Act for the promotion and betterment of the Kentucky horse industry, and promulgating such administrative regulations governing the integration of electronic gaming device games at racetracks as it deems necessary for the protection of the public.
Section 14.   KRS 138.510 is amended to read as follows:

(1)
Except for the conduct of harness racing at a county fair, an excise tax is imposed on all tracks conducting pari-mutuel racing under the jurisdiction of the Kentucky Horse Racing Authority. For each track with a daily average handle of one million two hundred thousand dollars ($1,200,000) or above, the tax shall be in the amount of three and one-half percent (3.5%) of all money wagered during the fiscal year. A fiscal year as used in this subsection and subsection (3) of this section shall begin at 12:01 a.m. July 1 and end at 12 midnight June 30. For each track with a daily average handle under one million two hundred thousand dollars ($1,200,000) the tax shall be an amount equal to one and one-half percent (1.5%) of all money wagered during the fiscal year. However, effective January 1, 2001, if a host track located in this state is the location for the conduct of a one (1) day international horse racing event that distributes in excess of a total of ten million dollars ($10,000,000) in purses, an excise tax shall not be imposed on pari-mutuel wagering on live racing conducted that day at the race track. This tax exemption shall remain in effect for any succeeding one (1) day international horse racing event if the event returns within three (3) years of the previously-held event. For the purposes of this subsection, the daily average handle shall be computed from the amount wagered only at the host track on live racing and shall not include money wagered:

(a)
At a receiving track;

(b)
At a simulcast facility;

(c)
On telephone account wagering; or

(d)
At a track participating as a receiving track or simulcast facility displaying simulcasts and conducting interstate wagering as permitted by KRS 230.3771 and 230.3773.


Money shall be deducted from the tax paid by host tracks and deposited to the respective development funds in the amount of three-quarters of one percent (0.75%) of the total live racing handle for thoroughbred racing and one percent (1%) of the total live handle for harness racing.

(2)
An excise tax is imposed on:

(a)
All licensed tracks conducting telephone account wagering;

(b)
All tracks participating as receiving tracks in intertrack wagering under the jurisdiction of the Kentucky Horse Racing Authority; and

(c)
All tracks participating as receiving tracks displaying simulcasts and conducting interstate wagering thereon.

(3)
The tax imposed in subsection (2) of this section shall be in the amount of three percent (3%) of all money wagered under subsection (2) of this section during the fiscal year. A noncontiguous track facility approved by the Kentucky Horse Racing Authority on or after January 1, 1999, shall be exempt from the tax imposed under this subsection, if the facility is established and operated by a licensed track which has a total annual handle on live racing of two hundred fifty thousand dollars ($250,000) or less. The amount of money exempted under this subsection shall be retained by the noncontiguous track facility, KRS 230.3771 and 230.378 notwithstanding.

(4)
An amount equal to two percent (2%) of the amount wagered shall be deducted from the tax imposed in subsection (2) of this section and deposited as follows:

(a)
If the money is deducted from taxes imposed under subsection (2)(a) and (b) of this section, it shall be deposited in the thoroughbred development fund if the host track is conducting a thoroughbred race meeting or the Kentucky standardbred, quarter horse, Appaloosa, and Arabian development fund, if the host track is conducting a harness race meeting; or

(b)
If the money is deducted from taxes imposed under subsection (2)(c) of this section, to the thoroughbred development fund if interstate wagering is conducted on a thoroughbred race meeting or to the Kentucky standardbred, quarter horse, Appaloosa, and Arabian development fund, if interstate wagering is being conducted on a harness race meeting.

(5)
Three-tenths[Two-tenths] of one percent (0.3%)[(0.2%)] of the total amount wagered on live racing in Kentucky shall be deducted from the pari-mutuel tax levied in subsection (1) of this section, and three-tenths[one-twentieth] of one percent (0.3%)[(0.05%)] of the total amount wagered on intertrack wagering shall be deducted for the pari-mutuel tax levied in subsection (2) of this section, and allocated to the equine industry program trust and revolving fund to be used for funding the equine industry program at the University of Louisville.

(6)
One-tenth of one percent (0.1%) of the total amount wagered in Kentucky shall be deducted from the pari-mutuel tax levied in subsections (1), (2), and (3) of this section and deposited to a trust and revolving fund to be used for the construction, expansion, or renovation of facilities or the purchase of equipment for equine programs at state universities. These funds shall not be used for salaries or for operating funds for teaching, research, or administration. Funds allocated under this subsection shall not replace other funds for capital purposes or operation of equine programs at state universities. The Kentucky Council on Postsecondary Education shall serve as the administrative agent and shall establish an advisory committee of interested parties, including all universities with established equine programs, to evaluate proposals and make recommendations for the awarding of funds. The Kentucky Council on Postsecondary Education may by administrative regulation establish procedures for administering the program and criteria for evaluating and awarding grants.

Section 15.   KRS 230.265 is amended to read as follows:

(1)
There is hereby created a panel, to be known as the Kentucky Equine Drug Research Council, to advise the authority on the conduct of equine drug research and testing commissioned by the Kentucky Horse Racing Authority. The council shall consist of nine (9) members appointed by the Governor. It is recommended that the Governor appoint one (1) veterinarian from a list of three (3) submitted by the Kentucky Association of Equine Veterinarians, one (1) horseman from a list of three (3) submitted by the Kentucky division of the Horsemen's Benevolent and Protective Association, one (1) pharmacologist from a list of three (3) submitted by the University of Kentucky, one (1) thoroughbred breeder from a list of three (3) submitted by the Kentucky Thoroughbred Owners and Breeders, Inc., one (1) legislator from a list of three (3) submitted by the Legislative Research Commission, one (1) representative of a licensed racing association chosen by the Governor, one (1) member of the harness racing industry from a list of three (3) submitted by the chairman of the Kentucky Horse Racing Authority, one (1) member from a list of three (3) submitted by the Kentucky Harness Horsemen's Association, and one (1) member of the Kentucky Horse Racing Authority, from a list of three (3) submitted by the chairman of the Kentucky Horse Racing Authority, to serve as chairman. The council shall meet at the call of the chairman, a majority of the council, or at the request of the authority. Members shall serve at the pleasure of their respective sponsoring organizations and shall receive no compensation for serving.

(2)
The Kentucky Equine Drug Research Council shall review equine drug research and testing research being conducted at the University of Kentucky or with state funds and shall review and report to the authority on drug research and testing research being conducted elsewhere. The council shall advise the authority and make recommendations for establishing an effective drug regulatory policy for Kentucky racing. In addition, the council shall report to the General Assembly any needed changes regarding the regulation of drugs in horse racing in the Commonwealth of Kentucky.

(3)
The authority shall receive fifteen hundredths[one-tenth] of one percent (0.15%)[(0.1%)] of the total amount wagered and subject to the pari-mutuel tax levied in KRS 138.510. This money shall be deducted from the pari-mutuel tax levied in KRS 138.510 and shall be used in financing drug research and testing research in Kentucky and shall be in addition to any funds appropriated to the authority for these purposes in the executive budget.

Section 16.   KRS 137.990 is amended to read as follows:

(1)
(a)
Any person who engages in any business or sells or offers to sell or has on hand for the purpose of sale any article or exercises any privilege for which a license is required or imposed by KRS 137.115 before procuring the license and paying the tax shall be fined not less than twenty-five dollars ($25) nor more than two hundred dollars ($200) for each offense, unless otherwise specifically provided;

(b)
Any county clerk who violates any of the provisions of KRS 137.115, or any administrative regulation promulgated by the Revenue Cabinet thereunder, shall be fined not less than fifty dollars ($50) nor more than one thousand dollars ($1,000) for each offense; and

(c)
Any person who makes a false statement in securing a license under KRS 137.115 shall be deemed guilty of a misdemeanor.

(2)
(a)
Any person who violates any provision of KRS 137.120 to 137.160 shall be subject to the uniform civil penalties imposed pursuant to KRS 131.180; and

(b)
Any person who violates any of the provisions of KRS 137.120 to 137.160 may be fined not less than one hundred dollars ($100) nor more than five hundred dollars ($500) or imprisoned for not less than thirty (30) days nor more than six (6) months, or both.

[(3)
Any person who violates any of the provisions of KRS 137.170 or 137.180 shall be fined not more than one thousand dollars ($1,000) or imprisoned in the county jail not more than thirty (30) days, or both so fined and imprisoned. If the offender is a corporation, the principal officer or the officer or employee directly responsible for the violation, or both, shall be punished as provided in this subsection.]
Section 17.   KRS 138.550 is amended to read as follows:

In addition to all other penalties provided in KRS 138.510 to 138.540, when the pari-mutuel system of betting is operated at a track licensed under the provisions of KRS Chapter 230[137.170], said license may be suspended, revoked or renewal refused by the Kentucky Horse Racing Authority upon the failure of the operator to comply with the provisions of KRS 138.510 to 138.540 or the rules and regulations promulgated by the Revenue Cabinet pursuant thereto even though the pari-mutuel system of betting and the track are operated by different persons, corporations or associations.

Section 18.   KRS 230.360 is amended to read as follows:

The provisions of this chapter are intended to be statewide and exclusive in their effect and no city, county, or other political subdivision of state government shall have the power or authority to make or enforce any local laws, ordinances, or regulations on the subject of horse race meetings. Any person licensed under KRS 230.300 shall continue to pay, or be responsible for the payment of, all state taxes presently imposed by law, including but without limitation, license taxes imposed under KRS[ 137.170 to] 137.190[,] and[ KRS] 137.990 together with admission taxes imposed by KRS 138.480, and the pari-mutuel taxes imposed by KRS 138.510 to 138.550, and all state, as well as local, ad valorem taxes; provided, however, no tax shall be imposed by the state or any subdivision thereof upon, or measured by, that portion of the excise tax imposed upon pari-mutuel betting at running and trotting horse race tracks which is collected and retained by the operators thereof under the provisions of KRS 138.510 to 138.550, both inclusive.

Section 19.   KRS 230.380 is amended to read as follows:

(1)
Any track licensed by the authority to conduct horse racing and desiring to establish a simulcast facility shall apply for and may receive approval from the authority for each simulcast facility. Prior to considering an application for approval of a simulcast facility, the authority shall notify by regular mail, each state senator, state representative, county judge/executive, and mayor in the jurisdiction in which the proposed simulcast facility is located, at least ten (10) days in advance of the authority meeting at which the application is to be considered or voted upon. Consideration of an application shall be based on criteria contained in administrative regulations promulgated under KRS 230.300. Approval, if granted, shall be granted for a term of one (1) calendar year.

(2)
A track or tracks may proceed with the establishment of a simulcast facility unless, within sixty (60) days of the date on which the authority approved the facility, the governing body of the local government jurisdiction in which the facility is to be located votes, by simple majority of those voting, to disapprove the establishment of the simulcast facility. For the purposes of this section, "governing body" means, in an incorporated area, the board of aldermen, city council or board of commissioners; in a county, the fiscal court; in an urban-county government, the urban-county council, or in a charter county, the legislative body created in accordance with KRS 67.825 to 67.875.

(3)
The authority shall not approve the establishment of any simulcast facility within a radius of fifty (50) miles of a licensed track. The authority may approve the establishment of one (1) simulcast facility within a radius of greater than fifty (50) miles but less than seventy-five (75) miles of a licensed track, but the facility shall not be approved to operate without the prior written consent of the licensed track within whose seventy-five (75) mile radius the facility is located.

(4)
The authority may promulgate administrative regulations as it deems appropriate to protect the integrity of pari-mutuel wagering at any simulcast facility.

(5)
Licensed tracks conducting horse racing may enter into joint agreements to establish or operate one (1) or more simulcast facilities, on terms and conditions as the participating tracks may determine. Any agreements respecting these arrangements shall be filed with the authority, and applications for simulcast facilities shall be filed by and licenses may be issued to, these licensed tracks by the authority.

(6)
A simulcast facility may be established and operated on property that is owned or leased and which is not used solely for the operation of a simulcast facility; provided however, that a simulcast facility may not be established on the premises of a lottery vendor.

(7)
A simulcast facility shall not be subject to and shall not pay any excise tax imposed pursuant to KRS 138.510[, any license tax imposed under KRS 137.170,] or any admission tax imposed under KRS 138.480.

(8)
One percent (1%) of all moneys wagered at a simulcast facility shall be dedicated for local economic development and shall be allocated as follows:

(a)
If a simulcast facility is located in an incorporated area, seventy-five percent (75%) shall be allocated to the governing body of the city in which the facility is located, and twenty-five percent (25%) to the governing body of the county in which the facility is located.

(b)
If a simulcast facility is located in an unincorporated area, all moneys shall be allocated to the governing body of the county or charter county in which the facility is located.

(9)
(a)
After the deduction of moneys under subsection (8), simulcast facility shall deduct a commission allowed under KRS 230.3615 with respect to all wagers made at the simulcast facility. The commission, less moneys allocated in subsection (8) of this section, shall be split as follows:

1.
Thirty percent (30%) shall be allocated to the host track;

2.
Forty-six and one-half percent (46.5%) to the purse program at the host track;

3.
Thirteen and one-half percent (13.5%) to be retained by the track or tracks owning the simulcast facility for the purpose of application to expenses incurred in connection therewith;

4.
Six percent (6%) to be allocated to the Kentucky Thoroughbred Owners and Breeders, Inc., to be expended as follows:

a.
Up to three percent (3%) for capital improvements and promotion of off-track betting; and

b.
The remainder for marketing and promoting the Kentucky thoroughbred industry; and

5.
Four percent (4%) to be allocated to the authority to be used for purses at county fairs in Kentucky licensed and approved by the authority, and for the standardbred sires stakes program established under KRS 230.770.

(b)
The commission of a simulcast facility derived from interstate wagering shall be reduced by any amounts required to be paid by contract to the host track or track conducting the live race before it is divided as set forth in this section. No simulcast facility may receive any interstate simulcast except with the approval of the live Kentucky host track.

(c)
The Kentucky Thoroughbred Owners and Breeders, Inc., shall annually report to the authority on all money expended in accordance with subsection (9)(a)4. of this section. The report shall be in the form required, and provide all information required by the authority.

(10)
Subsections (1) and (2) of this section shall also apply to the establishment by a track of a noncontiguous facility in a county in which pari-mutuel racing and wagering is not being conducted. Subsection (8) of this section shall also apply to a noncontiguous race track facility referenced in this subsection, unless there is a written agreement to the contrary between the track establishing the facility and the governing body of the local government jurisdiction in which the facility is to be established.

Section 20.   KRS 230.550 is amended to read as follows:

(1)
There is hereby established an Equine Industry Program at the University of Louisville, under the general control and direction of the university. The purpose of the Equine Industry Program is to provide training and educational opportunities in the horse racing industry relating to, but not limited to, finance, management, marketing, regulation and administration aspects of the horse racing industry, in accordance with the industry needs as determined by the university.

(2)
There is hereby created a trust and revolving fund for the Equine Industry Program, consisting of money allocated to the fund together with money as may be contributed to the fund from all other sources. Money to the credit of the Equine Industry Program fund at the end of each fiscal year shall not lapse but shall be carried forward to the succeeding fiscal year. Money from the Equine Industry Program fund shall be administered by the University of Louisville and shall be allocated for the funding of the Equine Industry Program.

(3)
State moneys allocated to the equine program under Section 14 of this Act shall be used for the following purposes only:
(a)
The education of students, which shall be broadly defined as programs and services that improve the education afforded students and the quality of the equine program and shall include but not be limited to the recruitment and retention of students, the awarding of scholarships, and the quality of instruction provided by staff and faculty;
(b)
The conduct of surveys on equine issues; and
(c)
The conduct of symposiums and seminars on issues affecting the racing industry.

(4)
An annual symposium that promotes Kentucky's preeminence in the horse industry shall be held in the Commonwealth and shall be approved by a fifteen (15) member committee consisting of the following membership:
(a)
One (1) member who shall be the President of the University of Louisville or his or her designee;
(b)
One (1) member who shall be appointed by the Speaker of the Kentucky House of Representatives;
(c)
One (1) member who shall be appointed by the President of the Kentucky Senate;
(d)
One (1) member who shall be appointed by the thoroughbred racetracks licensed under this chapter;

(e)
One (1) member who shall be appointed by the harness racetracks licensed under this chapter;
(f)
One (1) member who shall be appointed by the Horsemen's Benevolent Protective Association;
(g)
One (1) member who shall be appointed by the Kentucky Thoroughbred Association;
(h)
One (1) member who shall be appointed by the Kentucky Harness Horsemen's Association;
(i)
One (1) member who shall be appointed by the Kentucky Racing Authority;
(j)
One (1) member who shall be appointed by the thoroughbred breeders' associations and organizations;
(k)
One (1) member who shall be appointed by the harness horse breeders' associations and organizations;
(l)
One (1) member who shall be appointed by Appaloosa racing, quarter horse, Arabian, and point associations and organizations; and
(m)
Three (3) at-large members who shall be appointed by the Governor.
(5)
The President of the University of Louisville or his or her designee shall serve as chair of the committee. Staff services shall be provided by the University of Louisville. Committee members shall serve at no cost and shall not be reimbursed for expenses from the funds allocated to the Equine Industry Program. If an appointment is to be made by multiple groups, associations, organizations, or tracks who are unable to agree on a representative, the position shall remain vacant until the applicable groups, associations, organizations, or tracks are able to agree on the representative. Appointed members shall serve a four (4) year term. No appointed member may serve more than two (2) consecutive terms.
(6)
In overseeing and approving the seminars under subsection (4) of this section, the committee shall have authority over the annual symposium's time and location, the issues to be covered, the agenda, and other matters that the committee deems reasonable.
(7)
The President of the University of Louisville or his or her designee shall have broad authority in conforming the Equine Industry Program to the provisions of this section and, notwithstanding other provisions of the Kentucky Revised Statutes, may make such changes as needed to meet the requirements of this section.
(8)
The University of Louisville shall utilize personnel and facilities of the University of Kentucky when appropriate for assistance in any cooperative undertakings the University of Louisville may wish to enter into with the University of Kentucky relating to the Equine Industry Program.

Section 21.   The following KRS sections are repealed:

137.170   Tentative state license tax on race meetings.

137.180   Report and payment of tentative state license tax -- Civil penalty for nonpayment.

Section 22.   If any clause, sentence, paragraph, or other part of this Act shall for any reason be finally adjudged by any court of competent jurisdiction to be invalid or unenforceable, that judgment shall not affect, impair, or invalidate the remainder of this Act, but shall be confined in its operation to the clause, sentence, paragraph, or other part of this Act directly involved in the controversy in which that judgment shall have been rendered.
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