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AN ACT relating to video lottery terminals and making an appropriation therefor.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

The General Assembly hereby finds and declares that:

(1)
States that surround Kentucky have successfully integrated gaming into comprehensive strategies for promoting tourism and economic development;

(2)
Gaming is one among many entertainment options available to the citizens of Kentucky. Significant numbers of Kentuckians engage responsibly in this form of entertainment with varying degrees of regularity at venues within and outside of Kentucky;

(3)
Gaming's positive impacts must be balanced against the negative impacts associated with problem and compulsive gambling. Kentucky must educate its citizens regarding the signs and symptoms of problem and compulsive gambling, and provide state-funded means of treatment and prevention. Private enterprises benefiting from the authorization of gaming shall also act responsibly to minimize the negative impacts of problem and compulsive gambling;

(4)
The horse racing industry is one of Kentucky's signature industries and is a prominent tourism resource for the Commonwealth. Maintaining the excellence of racing and breeding in Kentucky is of paramount importance in sustaining and advancing economic development and preserving Kentucky's cultural heritage. This industry's long history of conducting legal, regulated, pari-mutuel wagering at licensed horse racing tracks makes it capable of assimilating additional gaming practices into its currently authorized operations. The additional revenue to be derived by horse racing tracks through gaming activities, in addition to pari-mutuel wagering, will assist the racing industry in competing effectively with gaming resorts in the states that surround Kentucky; and

(5)
Kentucky can achieve results comparable to those achieved by its sister states by authorizing and strictly regulating video lotteries. This chapter is intended to authorize and responsibly control the conduct of these activities by:

(a)
Authorizing the conduct of video lottery games as an entertainment option for Kentuckians and those who visit Kentucky from out of state;

(b)
Limiting the locations of gaming venues;

(c)
Limiting the extent to which horse racing tracks may offer gaming to the public, notwithstanding pari-mutuel wagering as authorized under KRS Chapter 230;

(d)
Educating the public about the dangers associated with problem and compulsive gambling, and providing state support for the treatment and prevention of problem and compulsive gambling;

(e)
Prohibiting participation in gaming by any person under twenty-one (21) years of age; and

(f)
Strictly regulating gaming to promote public confidence in the honesty and integrity of those participating in it.


To achieve these purposes, the provisions of this chapter shall be strictly enforced.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation shall establish and supervise games using video lottery devices.

(2)
In the approval and purchase of video lottery games, video lottery terminals, and video lottery equipment, the corporation and any retailer or licensee under this chapter shall prefer equipment, foods, and services that have been manufactured in the Commonwealth if the price, fitness, and quality are otherwise equal.

(3)
The corporation shall separately record and account for the cost and net proceeds of games operated under this section. At such time as the corporation makes the monthly transfer of proceeds provided by Section 14 of this Act, the corporation shall certify to the Finance and Administration Cabinet the amount of the transfer that represents the net proceeds of games provided for in subsection (1) of this section.

(4)
Video lottery terminals operated under the authority of the corporation and transported in compliance with the provisions of this chapter or any applicable Kentucky statute and any administrative regulation promulgated thereto, are specifically exempt from the provisions of 15 U.S.C. sec. 1172.

(5)
All shipments of video lottery terminals to persons in Kentucky, acting under the authority of this chapter, the registering, recording, and labeling of which has been duly made by the manufacturer, supplier, or dealer in accordance with 15 U.S.C. secs. 1173 and 1174, shall be deemed legal shipments in the Commonwealth.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
Any other provision of law to the contrary notwithstanding, the corporation is authorized to implement and control video lottery terminals and games under its authority. Contracts issued by the corporation to operate video lottery games as a video lottery game retailer shall be effective for a period of two (2) calendar years.

(2)
A video lottery game terminal that offers a video lottery game under this chapter shall be conducted only on the premises of an establishment whose location has been approved by the governing board of the county, charter county government, urban-county government, or consolidated local government in which the premises are located and that is owned or leased by a person who has a contract with the corporation as a video game lottery retailer. No license shall be issued in connection with the operation of video lottery terminals and games in the Commonwealth until the population of all counties, charter county governments, urban-county governments, and consolidated local governments where a vote has been conducted approving the video lottery terminals, in the aggregate, exceeds one million (1,000,000). The terminal shall at all times be within the control of an employee of the video lottery retailer and shall not be placed in any other business or location.

(3)
(a)
A video lottery terminal shall be placed only in that part of the premises that is closed to persons under twenty-one (21) years of age. In addition to the requirements of this subsection, the corporation may promulgate administrative regulations establishing such other criteria and conditions as it determines appropriate for the conduct and operation of video lottery game terminals.

(b)
A person shall be at least twenty-one (21) years of age in order to play at a video lottery terminal or be paid a prize from a video lottery terminal.
(4)
Except as provided in paragraphs (a) and (b) of this subsection, no more than twenty-five (25) video lottery terminals shall be placed in or on any premises described in subsection (2) of this section.

(a)
Any hotel that is located within a five (5) mile radius of a convention center or facility that seats two thousand (2,000) or more people shall be eligible to receive up to seventy-five (75) video lottery terminals; and

(b)
Any racetrack licensed under KRS Chapter 230 to conduct thoroughbred, standardbred, or quarterhorse racing on which pari-mutuel wagering is held shall be eligible for its share of ten thousand (10,000) video lottery terminals. The terminals shall be distributed among the racetracks that apply and satisfy the criteria to operate video lottery terminals. The terminals shall be distributed in accordance with administrative regulations promulgated by the corporation. The criteria to be used in determining the number of machines to be allocated at each racetrack shall include, but shall not be limited to, prevailing market conditions, attendance at the particular track, surrounding area population, market potential, and other factors that the corporation deems reasonably necessary. A racetrack shall be eligible if:

1.
The racetrack is licensed under KRS Chapter 230 as of January 1, 2005; and
2.
The racetrack, each year, applies to the Kentucky Horse Racing Authority for and receives no less than one hundred percent (100%) of the number of racing days awarded to the racetrack in 2005 and no less than one hundred percent (100%) of the number of races scheduled to be run by the track in 2005.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

Except as provided in subsections (4) of Section 3 of this Act, at no time shall the number of video lottery terminals in the Commonwealth exceed eleven thousand (11,000). The number of video lottery terminals in each county shall be allocated as follows:
(1)
A maximum of fifty (50) terminals may be placed in each Kentucky county, charter-county government, urban-county government, or consolidated local government; and
(2)
The remaining five thousand (5,000) terminals are to be allocated among the state's one hundred twenty (120) counties on a pro rata basis. The maximum number of terminals awarded a county shall be in proportion to the percentage of residents in the county as compared to the total number of residents in the Commonwealth based on the most recent decennial census conducted by the Census Bureau, United States Department of Commerce.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

The corporation shall promulgate administrative regulations necessary and proper to carry out and effectuate the provisions of this chapter relating to the conduct and operation of video lottery games, including the power to:
(1)
Supervise and administer the operation of video lottery terminals and games in accordance with this chapter and with administrative regulations promulgated under this chapter;
(2)
Examine and approve prototypes of video lottery terminals and associated equipment as defined in Section 27 of this Act. The corporation shall require a manufacturer to pay the anticipated actual costs of the examination in advance and, after the completion of the examination, shall refund overpayments or collect amounts sufficient to reimburse the corporation for underpayments of actual costs. The corporation may contract for the examination of video lottery terminals and associated equipment as required by this subsection;
(3)
Select from among competing applicants those whose proposals will best serve the interests of Kentuckians by generating the greatest economic return to the state;
(4)
Initiate disciplinary actions against any contract holders, licensees, and other persons involved in video lottery gaming to enforce the provisions of this chapter and any administrative regulations promulgated thereunder;
(5)
Consider and decide requests for administrative review of actions recommended by the corporation's president. All requests for administrative review shall be conducted in accordance with KRS Chapter 13B;
(6)
Exercise any power granted expressly, or by reasonable implication, under this chapter as may be necessary to ensure the proper functioning, honesty, and integrity in the operation of video lottery games and terminals;
(7)
Issue subpoenas for the purpose of compelling the attendance of witnesses and the production of documents, records, papers, books, supplies, devices, equipment, and all other instrumentalities relative to the operation of video lottery games, video lottery terminals, and the manufacture, sale, and distribution of gaming supplies, devices, and equipment used in the conduct of video lottery games. The corporation shall further have the power to administer oaths and to require testimony under oath. Service of any process or notice issued under this chapter shall be accomplished in the manner provided for service of process in civil actions. The corporation may pay the actual expenses of a witness responding to a subpoena when the corporation determines that it is necessary and proper to do so;
(8)
Investigate any suspected regulatory or criminal violation of the provisions of this chapter;
(9)
Establish the payout from video lottery terminals, provided that such payouts range from a minimum of eighty percent (80%) to a maximum of ninety-seven percent (97%);
(10)
Provide for an annual audit of video lottery gaming operations and the calculation and disbursement of net terminal income;

(11)
Purchase or lease and service video lottery terminals;

(12)
Promulgate administrative regulations governing the operation of video lottery terminals consistent with the provisions of this chapter as the corporation deems necessary, including but not limited to regulations governing all licensing, including occupational licenses which the corporation determines to be necessary, and the payment of prizes of video lottery terminals, including the payout rate; and

(13)
Establish and collect fees in connection with the operation of video lottery terminals, including but not limited to licenses, background investigations, and other fees necessary to implement and administer this chapter.

SECTION 6.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
In furtherance of the purposes of this chapter and the fulfillment of its responsibilities, the corporation, its agents, and its employees may:
(a)
Inspect and examine all premises where video lottery games are conducted or gaming supplies, devices, or equipment are stored, manufactured, sold, or distributed;
(b)
Inspect all gaming supplies, devices, or equipment in or on the premises where video lottery games are conducted and video lottery terminals are housed or placed;
(c)
Summarily seize and remove from the premises and impound any equipment, supplies, documents, or records related to the operation of video lottery games and video lottery terminals, or related to the manufacture, sale, and distribution of gaming supplies, devices, or equipment used in the conduct of video lottery games for the purpose of examination and inspection; and
(d)
Demand access to, and inspect, examine, photocopy, and audit, all papers, books, and records of any applicant, licensee, or former licensee on his or her premises or elsewhere, as practicable, regarding receipts generated by the manufacture, sale, and distribution of video lottery gaming supplies, terminals, devices, or equipment, or by operation of video lottery games and video lottery terminals, and all other matters related to such gaming affecting the enforcement of the policy or any of the provisions of this chapter. For purposes of this subsection, a former licensee shall maintain records regarding its activities for a period of three (3) years from the date of surrender, expiration, nonrenewal, or any other loss of license.
(2)
(a)
In administering the provisions of this chapter, the corporation may investigate for the purpose of prosecution any suspected regulatory or criminal violation of the provisions of this chapter. Agents of the corporation whose duties include the enforcement or the investigation of suspected violation of statutes or regulations shall not have the powers of a peace officer of this state.

(b)
The Kentucky State Police shall assist the corporation in criminal investigations as necessary. The corporation and the /State Police may seek assistance in such investigations from the Attorney General and from law enforcement agencies in the jurisdiction in which a license holder or other target of an investigation is located. Upon the date that corporation officers are certified as peace officers, primary responsibility for conducting criminal investigations relating to the operation of video lottery games and terminals shall rest with the corporation which may continue to seek assistance from the State Police, Attorney General, or other law enforcement agencies as circumstances warrant.
SECTION 7.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
Video lottery games shall be operated only by persons who hold a contract as a video lottery game retailer. Persons wishing to operate and conduct video lottery games shall not be issued a contract to operate video lottery games until an election has been held under Section 16 of this Act and the majority of the voters in that election have voted in favor of establishing video lottery games in the respective jurisdiction. If an election is not held in the respective local government within five (5) years of the effective date of this Act, video lottery terminals that would have been distributed under Section 4 of this Act shall be allocated to the local governments that have had such an election. The distribution shall be in accordance with administrative regulations promulgated by the corporation.
(2)
The governing body's decision in accordance with subsection (1) of this section shall be limited to a determination that the location is a suitable one, and shall ensure that, to the extent possible, video lottery terminals are dispersed throughout the respective locality.
(3)
No person under twenty-one (21) years of age shall be permitted access to the portion of the premises where video lottery games are played. A video lottery retailer shall limit the number of entrances to areas where video lottery games are situated to facilitate compliance with this section.
(4)
Irrespective of the hours and days established for the play by the corporation, video lottery games authorized by this chapter shall not be played at such hours and on such days that are prohibited by local ordinance.
(5)
A video lottery retailer conducting video lottery games under this chapter shall:
(a)
Acquire video lottery terminals through the corporation and provide a secure location for their placement, operation, and play;
(b)
Provide adequate and appropriate space for installing and operating video lottery terminals;
(c)
Permit no person to tamper with or interfere with the operation of any video lottery game or video lottery terminal;
(d)
Provide adequate personnel to ensure compliance with the provisions of this chapter, and to protect and secure video lottery terminals and monitor access to the area where the terminals are located. The corporation may require security personnel to be present during all hours of operation at each video lottery terminal location if the corporation determines that the retailer has a sufficient number of terminals to so require;
(e)
Report promptly to the manufacturer and the corporation all video lottery terminal malfunctions and notify the corporation of the failure of a manufacturer or service technician to provide prompt service and repair of malfunctioning video lottery terminals and associated equipment;
(f)
Assume financial responsibility for the proper and timely payment of all video lottery terminal prizes awarded to players in accordance with administrative regulations promulgated by the corporation;

(g)
Provide adequate training for personnel relating to the identification and referral of compulsive and problem gamblers;
(h)
Permit video lottery games to be played only during those days and hours established and approved by the local governing board;
(i)
Maintain general liability insurance coverage for all video lottery terminals in an amount determined sufficient by the corporation;
(j)
Remit to the corporation all net terminal income in accordance with Section 14 of this Act; and
(k)
Operate video lottery terminals in conformity with the provisions of this chapter and all administrative regulations promulgated under this chapter.
SECTION 8.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation shall not enter into a contract with a video lottery retailer or grant a license authorized under this chapter to any person unless the corporation has determined that the applicant and his or her principals satisfy the following qualifications:
(a)
The applicant and his or her principals are of good character and integrity;
(b)
The applicant's and his or her principals' backgrounds, including criminal record, reputation, and associations, do not pose a threat to the security and integrity of video lottery operations nor to the public interest of the state. All new applicants for contracts or licenses issued by the corporation shall furnish fingerprints for a national criminal records check by the corporation or its division of security and the Federal Bureau of Investigation. Investigative assistance may be provided by the Kentucky State Police and the Administrative Office of the Courts. Fingerprints shall be furnished by all persons required to be named in the application and shall be accompanied by a signed authorization for the release of information by the Kentucky State Police and the Federal Bureau of Investigation. A person who has been convicted of any violation of this chapter or of any crime related to theft, bribery, or gambling or involving moral turpitude shall not be eligible to hold a video lottery game license or contract under this chapter. The corporation shall rescind or revoke the contract or license of any person who is convicted of any of the violations or crimes referenced in this paragraph; however, the corporation may issue an occupational license to a natural person who has been found convicted of any crime referenced in this paragraph if at least ten (10) years have elapsed since the completion of the sentence or probation imposed for each conviction, and the corporation believes that the applicant does not pose a threat to public health or safety or the integrity of the video lottery games;
(c)
An applicant under this section who is disqualified from possessing an occupational license under Section 12 of this Act may apply to the corporation for a waiver of the disqualification. The corporation may waive disqualification if:
1.
The applicant has been pardoned or his or her civil rights have been restored; or
2.
a.
The disqualifying offense is a felony, but is not related to theft under KRS Chapter 514, bribery under KRS Chapter 521, perjury under KRS Chapter 523, robbery under KRS Chapter 515, gambling under KRS Chapter 528, forgery under KRS Chapter 516, offenses under KRS Chapters 506 and 517, or identity theft under KRS 514.160 and 514.170; and

b.
Five (5) years have elapsed from the date that the applicant was discharged from probation, imprisonment, or parole, whichever is later, for the disqualifying offense; and
(d)
An applicant under this section shall submit proof that it has adequate capitalization to provide for and maintain the business for which the applicant has contracted or is licensed under this chapter. If the applicant is a business entity, the corporation shall determine whether financing is from a source that meets the qualifications of this section and is adequate to support the successful performance of the duties and responsibilities of the licensee or contract holder.
(2)
Contracts to operate video lottery games and terminals shall not be issued or granted to an applicant under this chapter until the corporation determines that each person who has control of the applicant meets all applicable qualifications of subsection (1) of this section. The following persons are considered to have control of an applicant:
(a)
A sole proprietor or an applicant that is a sole proprietorship;

(b)
A limited or general partner or joint venturer or an applicant that is a partnership or joint venture, including a registered limited partnership;

(c)
A member, manager as defined in KRS 275.015, or officer of a retailer or an applicant that is a limited liability company;

(d)
An officer, director, or shareholder or an applicant that is a corporation or similar entity, except that a person shall be deemed an owner of a publicly traded applicant by reason of the person's stock ownership in the applicant only if the person owns at least five percent (5%) of the equity interest in the applicant; or

(e)
A trustee or beneficiary of a trust, an owner of an interest in an unincorporated association, or a person who otherwise holds a legal or beneficial interest in an applicant for a retailer license.
(3)
No person or entity may apply for or be issued more than one (1) of the licenses granted under this chapter.
(4)
No person shall hold more than one (1) contract as a video lottery retailer; except that nothing in this subsection shall be interpreted as prohibiting a person from holding a contract as a retailer of lottery tickets and on-line games, other than video lottery games, and a contract as a video lottery game retailer.
(5)
Applicants under this section shall furnish all information, including financial data and documents, certifications, consents, waivers, individual history forms, and other materials requested by the corporation for the purpose of determining qualifications for a license or contract. No license or contract may be granted or issued to an applicant who fails to provide information and documentation requested by the corporation. The burden of proving qualification for any license is on the applicant.
(6)
Each applicant under this section bears all risks of adverse public notice, embarrassment, criticism, damages, or financial loss which may result from any disclosure or publication of any material or information obtained by the corporation pursuant to action on an application. The applicant shall, as a part of its application, expressly waive any and all claims against the corporation, the Commonwealth of Kentucky, and the employees of either for damages as a result of any background investigation, disclosure, or publication relating to an application for a license under this chapter.
(7)
All application, registration, and disclosure forms and other documents submitted to the corporation by or on behalf of the applicant for the purpose of determining qualification for a respective license or contract shall be sworn to or affirmed before an officer qualified to administer oaths.
(8)
An applicant who knowingly fails to reveal any fact material to qualification or who knowingly submits false or misleading material information is ineligible for a contract or license under this section and Sections 10 and 12 of this Act.
SECTION 9.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
Any person applying to enter into a contract with the corporation to conduct video lottery games under this chapter shall apply on forms prescribed by the corporation and pay an application fee as established in administrative regulations promulgated by the corporation. The application shall include at least the following information:
(a)
The applicant's name and the address of the premises where the video lottery terminal will be located;
(b)
A description, accompanied by a drawing, floor plan, or blueprint, of the area or areas on the premises where the video lottery terminals will be located;
(c)
The number of video lottery terminals requested;
(d)
The types of games requested for play on the video lottery terminals;
(e)
The number and types of personnel to be employed in the operation of video lottery terminals; and
(f)
The payout for each video lottery game requested for play.
(2)
If an applicant is a racetrack licensed under KRS Chapter 230, the applicant shall also submit to the corporation a copy of the application previously submitted to the authority required for licensing as a racetrack under KRS Chapter 230.
(3)
The corporation may contract with racetracks licensed under KRS Chapter 230 to conduct video lottery games if the racetrack that applies meets the requirements of this section and Section 8 of this Act.
(4)
An application to become a video lottery retailer under this section may be denied or a contract to act as a video lottery retailer rescinded, suspended, revoked, or not renewed, if:
(a)
The applicant or video lottery retailer does not meet or ceases to meet the requirements for issuance of the contract;
(b)
The applicant or video lottery retailer has committed fraud in securing the contract or has made a material misrepresentation of fact on the application for approval to operate video lottery terminals;
(c)
The applicant's or contractor's video lottery terminal's license to conduct horse racing under KRS Chapter 230 has been suspended, revoked, or denied issuance;
(d)
The applicant or licensee fails to remit net terminal income to the corporation in accordance with subsection (2) of Section 14 of this Act;
(e)
The applicant or licensee has tampered with a video lottery game or video lottery terminal by any means, including the use of an electronic, electrical, or mechanical device which is designed, constructed, or programmed specifically for use in obtaining an advantage in playing any video lottery game or at a video lottery terminal; or
(f)
The applicant has engaged in an activity which is a violation of a provision of this chapter or an administrative regulation promulgated under this chapter, the nature of which would render the video lottery retailer unsuitable to continue to operate as a licensed video lottery retailer.
(5)
A contract issued to operate video lottery games under this section shall not be transferable and shall be terminated upon any change of ownership, unless the acquiring owner makes application for the issuance of a contract and is approved at least ninety (90) days prior to the effective date of the change of ownership. The application shall be filed and processed in accordance with the provisions of this section. For the purposes of this subsection, a change of ownership shall have occurred if more than five percent (5%) of the legal or beneficial interests in the licensee is transferred, whether by direct or indirect means, including a transfer between family members. The corporation may, in its discretion, waive the prior approval requirement established in this subsection.

SECTION 10.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation may issue a manufacturer's license to any person, firm, or business entity that applies for licensing as a video lottery manufacturer upon:
(a)
The payment of a nonrefundable application fee established by the corporation;
(b)
A determination by the corporation that the applicant is eligible for a manufacturer's license; and
(c)
The payment of a license fee established by the corporation in administrative regulations promulgated under this chapter.
(2)
The holder of a manufacturer's license shall sell or lease video lottery terminals and associated equipment only to the corporation and shall have no interest in any person who is a video lottery retailer as defined in Section 27 of this Act.
(3)
Video lottery games and associated equipment for placement in the state shall not be sold or otherwise distributed unless they conform to standards established in administrative regulations promulgated by the corporation.
(4)
No person shall sell, lease, or otherwise furnish video lottery gaming supplies and equipment unless the person possesses a manufacturer's license issued under this section. 
(5)
A manufacturer's license shall be valid for one (1) year from the date of issuance and may be renewed upon application to the corporation and the payment of a renewal fee established by the corporation if the applicant remains in good standing.
(6)
The corporation may issue a temporary manufacturer's license if the corporation:
(a)
Has received a completed application with the required fees;
(b)
Has submitted the fingerprint cards required to undergo a criminal background check;
(c)
Has made a preliminary determination that the application is materially accurate; and
(d)
Is unable to process the application within ninety (90) days after receipt due to circumstances that are not the fault of the applicant. A temporary manufacturer's license shall be valid for ninety (90) days and shall not be renewed.
(7)
A manufacturer's license issued under this section shall not be transferable and shall be terminated upon any change in ownership, unless the acquiring owner makes application for the issuance of a contract and is approved at least ninety (90) days prior to the effective date of the change in ownership. The application shall be filed and processed in accordance with the provisions of this section. For the purposes of his subsection, a change of ownership shall have occurred if more than five percent (5%) of the legal or beneficial interests in the licensee are transferred, whether by direct or indirect means, including a transfer between family members.
SECTION 11.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
All persons holding a contract or license relating to the conduct or operation of video lottery games and terminals under this chapter shall:
(a)
Promptly report to the corporation any facts or circumstances related to the conduct or operation of video lottery games or terminals that constitute a violation of state or federal law;
(b)
Hold the corporation and this state harmless from and defend and pay for the defense of any and all claims which may be asserted against such licensee or contract holder, arising from the licensee's or contract holder's participation in the video lottery gaming activities authorized under this chapter;
(c)
Maintain all records required by the corporation;
(d)
Upon request, provide the corporation access to the records and the physical premises of the authorized premises where video lottery terminals are operated for the purpose of monitoring or inspecting the contract holder's or licensee's activities and equipment; and
(e)
Keep current in all payments and obligations to the corporation.
(2)
In addition to the duties imposed under subsection (1) of this section, all licensed manufacturers shall:
(a)
Manufacture terminals and associated equipment to ensure timely delivery to licensed video lottery retailers;
(b)
Maintain and provide an inventory of spare parts to ensure the timely repair and continuous operation of video lottery terminals placed and intended for placement in this state;
(c)
Keep books and records for the furnishing of video lottery terminals and associated equipment separate and distinct from other businesses the manufacturer operates;
(d)
Provide technical assistance and training in the service and repair of video lottery terminals and associated equipment to ensure the continuous authorized operation and play of video lottery terminals; and
(e)
Obtain certification of compliance under the provisions of the Federal Communication Commission rules for all video lottery terminals placed in this state.
SECTION 12.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
No individual shall be employed in an occupation for which a license is required under this chapter and administrative regulations promulgated under this chapter, unless the individual possesses an occupational license as required in this section.
(2)
The corporation may issue an occupational license to an applicant upon:
(a)
Payment of a nonrefundable application fee established by the corporation;
(b)
A determination by the corporation that the applicant is eligible for an occupational license; and
(c)
Payment of a license fee established by the corporation.
(3)
An applicant for an occupational license shall:
(a)
Be at least twenty-one (21) years of age if the applicant will perform any function involved in conducting video lottery games. An applicant seeking an occupational license for an activity other than one involving the conduct of video lottery games shall be at least eighteen (18) years of age;
(b)
Meet the qualifications required of applicants in Sections 8 and 9 of this Act;
(c)
Demonstrate a level of skill or knowledge that the corporation deems necessary for the respective job; and
(d)
Meet other standards for holding the occupational license as established in administrative regulations promulgated by the corporation.
(4)
An occupational license shall be valid for one (1) year from the date of issuance and may be renewed upon application to the corporation and the payment of a renewal fee established by the corporation if the applicant remains in good standing.
(5)
The corporation may suspend, revoke, restrict, or deny the renewal of a license issued under this section:
(a)
If the person holding the occupational license violates any provision of this chapter or any administrative regulations promulgated thereunder;
(b)
If the person holding the occupational license would have been disqualified for the cause, if known to the corporation at the time of application;
(c)
If the person holding the occupational license defaults in the payment of any obligation or debt due to the state; or
(d)
For any other cause the corporation deems reasonable.
(6)
The corporation may issue a temporary occupational license if the corporation:
(a)
Has received a completed application with the required fees;
(b)
Has submitted the fingerprint cards required to undergo a criminal background check;
(c)
Has made a preliminary determination that the application is materially accurate; and
(d)
Is unable to process the application within ninety (90) days after receipt due to circumstances that are not the fault of the applicant. A temporary occupational license shall be valid for ninety (90) days and shall not be renewed.
SECTION 13.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

In those cities, counties, urban-county governments, charter county governments, or consolidated local governments that engage in planning and zoning under KRS Chapter 100, facilities developed or used for the conduct of video lottery games and terminals authorized under this chapter shall be deemed to be permitted uses in all zones whether or not these facilities are specifically cited in the applicable zoning regulations. Regardless of where the facilities are located, they shall remain subject to all other applicable zoning and building code regulations, including but not limited to permit requirements, design standards, signage regulations, and storm water regulations.
SECTION 14.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation shall establish a central communication system and provide manufacturers of video lottery terminals the protocol documentation data necessary to enable the respective manufacturer's video lottery terminals to communicate with the corporation's central communication system for transmitting auditing program information and for activating and disabling video lottery terminals.
(2)
The net terminal income of a video lottery retailer shall be remitted to the corporation at least once a week through electronic fund transfer sweeps conducted in accordance with administrative regulations promulgated by the corporation. Authorized video lottery retailers shall furnish to the corporation all protocol documentation and electronic funds transfer data and other information and bank authorizations required to facilitate the timely transfer of funds to the corporation. Authorized video lottery retailers shall provide the corporation thirty (30) days of advance notice of any proposed account changes to ensure the uninterrupted electronic transfer of funds.
(3)
All net terminal income received by the corporation from video lottery retailers shall be deposited into a video lottery account in the State Treasury. No other funds shall be deposited into this account. The corporation shall deduct operating expenses on a monthly basis, subject to the cap established in subsection (4) of this section. Operating expenses shall include only those actual costs and expenses of the corporation that are directly related to the administration of video lottery gaming and associated activities that are not passed on to the video lottery contract holder or licensee, and shall include but shall not be limited to the costs of installing and operating telephone lines to provide communication between each video lottery terminal and the corporation's central communication system, the operation and purchase of video lottery terminals and the central computer system, employee compensation, and costs resulting from any contract or contracts entered into for promotional, advertising, operational, security, or auditing and accounting services. All moneys held in the video lottery account shall be invested by the corporation in accordance with state investment practices and all earnings from the investments shall accrue to the benefit of the general fund of the Commonwealth of Kentucky. Moneys in the video lottery account shall not lapse at the close of the state fiscal year.
(4)
Net terminal income in the video lottery account shall be credited to the general fund, one (1) month in arrears, and transfers to the general fund shall be reduced in the following manner:
(a)
First, to the administrative costs and expenses of the corporation relating to video lottery games, including but not limited to administrative expenses and payroll and other employment costs attributable to the regulation of video lottery games by the corporation, and expenses attributable to operation of the central computer system. Twenty-four (24) months after the implementation of the operation of video lottery games authorized under this chapter, the administrative costs and expenses of the corporation shall not exceed ten percent (10%) of the net terminal income for each fiscal year thereafter. Implementation shall be deemed to have commenced when one (1) video lottery licensee allows the play of video lottery terminals on its premises; and
(b)
Second, to the compulsive gamblers' assistance fund established in Section 20 of this Act, in an amount equal to, the lesser of twenty-five hundredths of one percent (0.25%) or two million dollars ($2,000,000), for each fiscal year. For purposes of this paragraph, the annual amount, at the discretion of the corporation, may be divided into twelve (12) equal payments.
(5)
After deductions are made under paragraphs (a) and (b) of subsection (4) of this section, the remainder of the net terminal income for the month in question shall be credited from the general fund as follows:
(a)
An amount equal to twelve percent (12%) of the month's net terminal income minus the deductions made in accordance with subsection (4) of this section shall be paid to video lottery retailers. Each video lottery retailer's share shall be in proportion to the ratio the retailer's net terminal income bears to the total of all retailers' net terminal income. A minimum of fifty percent (50%) of all moneys allocated under this paragraph to racetracks shall be paid to purses for horsemen at the track. All moneys paid to purses under this paragraph shall be in addition to the percent of moneys paid in purses by the track in the year immediately preceding the implementation of video lottery gaming at the track;
(b)
An amount equal to twenty-five percent (25%) of the month's net terminal income minus the deductions made in accordance with subsection (4) of this section shall be paid to support programs for indigent senior citizens, families, and children of Kentucky. The share described under this paragraph shall be paid to the Cabinet for Health and Family Services to achieve receipt of the maximum amount of federal funds available for allocation to the Kentucky Medicaid program under the federal Medicaid Assistance Percentage;
(c)
An amount equal to twenty-five percent (25%) of the month's net terminal income minus the deductions made in accordance with subsection (4) of this section shall be paid to the Department of Education for the support of primary and secondary education;
(d)
An amount equal to three-tenths of one percent (0.3%) of the month's net terminal income minus the deductions made in accordance with subsection (4) of this section shall be paid to the equine industry program trust and revolving fund to be used in support of the equine program at the University of Louisville; 
(e)
An amount equal to fifteen percent (15%) of the month's net terminal income minus the deductions made in accordance with subsection (4) of this section shall be paid to the Cabinet for Health and Family Services for prescription drug programs for seniors; 
(f)
An amount equal to eighteen percent (18%) of the month's net terminal income minus the deductions made in accordance with subsection (4) of this section shall be paid to the budget reserve trust fund until the budget reserve fund equals ten percent (10%) of the annual general fund revenues. When the budget reserve trust fund equals ten percent (10%) of general fund revenues, the share of wagering taxes described in this paragraph shall remain in the general fund;
(g)
An amount equal to four percent (4%) of the month's net terminal income minus the deductions made in accordance with subsection (4) of this section shall be paid to each county, urban-county government, charter county government, or consolidated local government in proportion to the percentage of the net terminal income all video lottery terminals located in the respective county, urban-county government, charter county government, or consolidated local government have compared to the total net terminal income of all video lottery terminals in the state. These funds shall be expended exclusively for the preservation of public safety and shall not be expended for the general administration of government. The governing body of a jurisdiction receiving moneys under this paragraph shall provide to the corporation an annual certification that the moneys receive under this paragraph were expended in accordance with the provisions therein;

(h)
An amount equal to four tenths of one percent (0.4%) shall be paid to the authority to develop testing methods to detect growth hormones, anabolic steroids, and performance-enhancing drugs in horses of all ages. Moneys from this paragraph shall be spent exclusively in Kentucky. The authority shall promulgate administrative regulations to require that the seller of any horse to be used for racing that is four (4) years old or less submit to the buyer an affidavit prior to the horse's sale. The affidavit shall state whether or not the horse has been given growth hormones, anabolic steroids, or performance-enhancing or other physically changing drugs or procedures; and

(i)
An amount equal to three tenths of one percent (0.3%) shall be paid to the authority to test blood for performance-enhancing drugs from at least one (1) horse from every race that is run in Kentucky where pari-mutuel wagering occurs. Testing occurring under this paragraph shall be in addition to any testing that was being performed at Kentucky racetracks in 2005.
(6)
All disbursements and expenditures of the corporation shall be audited annually by the Auditor of Public Accounts in accordance with the same procedures applied to video lottery ticket sales in Section 37 of this Act.

SECTION 15.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
There is hereby established the Kentucky Video Lottery Oversight Committee which shall study the operation and impact of video lottery games conducted in the state during the first five (5) years of the implementation of video lottery gaming. In studying the impact, the committee shall analyze, report, and make recommendations to the Governor and the Legislative Research Commission concerning the following:

(a)
The financial impact of conducting video lottery games in the state, including the taxes generated, the jobs sustained and created because of the conduct of video lotteries, and the impact on existing businesses;

(b)
Any moneys recaptured by the state that had been diverted to bordering states operating casinos and video lottery terminals. This amount shall be offset by the return Kentucky receives in business and wages from casinos and video lottery terminals located in the other states;

(c)
The operational costs of conducting video lottery games;

(d)
The projected revenues to the state over a ten (10) year period;

(e)
Quantifiable social costs to the state attributable to the conduct of video lotteries, including but not limited to increased incidence of addictions and gambling problems, bankruptcies, domestic violence, and other criminal behavior;

(f)
The effect the conduct of video lotteries has had on restoring the preeminence of horse racing in the state; and

(g)
Proposed legislation and policies affecting the operation of video lotteries. 

(2)
The committee shall consist of nine (9) members, consisting of the chair of the Kentucky Horse Racing Authority or his or her designee, the chair of the corporation or his or her designee, the Auditor of Public Accounts or his or her designee, and six (6) members appointed by the Governor. The chairs of the authority, the corporation's board of directors, and the Auditor of Public Accounts shall serve on the committee by virtue of their offices. The appointed membership shall consist of the following:
(a)
Two (2) members of the Senate appointed from a list of four (4) names supplied by the President of the Senate;
(b)
Two (2) members of the House of Representatives appointed from a list of four (4) names supplied by the Speaker of the House of Representatives; and
(c)
Two (2) members at large appointed by the Governor.
(3)
Each of the appointed members shall serve during the duration of the five (5) year study. Vacancies on the committee shall be filled for the unexpired term in the like manner as the original appointment.
(4)
Appointed members may be removed by the Governor for neglect of duty, misfeasance, or nonfeasance in office or if a conflict of interest exists or arises. All members shall be reimbursed for necessary travel and other reasonable expenses, but the ex officio members and the legislative members shall not be otherwise compensated for their services.
(5)
The committee shall elect a chair and a secretary and shall meet at least once every two (2) months. The committee may meet at such time as the chair may determine or upon the request of five (5) or more members. Five (5) members of the committee shall constitute a quorum. The committee shall keep accurate and complete records of all its meetings.
(6)
All meetings of the committee shall be open unless they may be closed under KRS 61.810 or relate to trade secrets, legally protectable intellectual property, confidential proprietary information, or the security of the lottery and its owners.

(7)
Staff services to the oversight committee shall be supplied by the corporation.
SECTION 16.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
Prior to approving locations for video lottery retailers within a county, charter county government, urban-county government, or consolidated local government, the majority of the voters of the respective county, charter county government, urban-county government, or consolidated local government where the video lottery terminals are located shall approve by referendum the conduct of video lottery gaming within the respective jurisdiction.
(2)
(a)
A referendum held under subsection (1) of this section shall comply with Section 17 of this Act.

(b)
The public question shall read "Are you in favor of the conduct of video lottery games in (named) county, charter county government, urban-county government, or consolidated local government?"

(3)
If the question is placed on the ballot and the voters of the respective county, charter county government, urban-county government, or consolidated local government vote against allowing video lottery games in the jurisdiction, a subsequent election may not be held on that question in that territory until at least three (3) years have elapsed since the earlier election.

SECTION 17.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
A referendum to be held under Section 16 of this Act shall be initiated upon presenting the county clerk a petition signed by a number of constitutionally qualified voters of the territory to be affected, equal to not less than twenty-five percent (25%) of the votes cast in the territory at the last preceding general election. The petition may consist of one (1) or more separate units, and shall be filed with the county clerk. The referendum shall be held at the next general election if a petition is filed and certified as sufficient by the county clerk not later than the second Tuesday in August preceding the general election.

(2)
The petition for election, in addition to the name of the voter, shall state also the voter's residence address, Social Security number or date of birth, and the correct date upon which the voter's name was signed.

(3)
No signer may withdraw his or her name or have it taken from the petition after the petition has been filed. If the name of any person has been placed on the petition for election without that person's authority, he or she may appear before the county clerk before the election is ordered and upon proof that his or her name was placed on the petition without his or her authority, the person's name may be eliminated by the county clerk. If the person's name has been eliminated, he or she shall not be counted as a petitioner.

(4)
No petition for a referendum shall be circulated for more than six (6) months prior to its filing.

(5)
After a petition for election has been filed, the county clerk shall make an order on the order book of the court directing an election to be held in that territory.

(6)
The general election laws, including penalties for violations, shall apply to the election, except where these laws are inconsistent with this section.

(7)
The cost of the election shall be borne by the respective territory.

SECTION 18.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

Any racing association licensee having nonsupervisory employees whose work is directly related to pari-mutuel terminal operations or to money room functions associated with pari-mutuel wagering if that work is covered under the terms of a collective bargaining agreement, shall staff nonsupervisory positions directly related to video lottery gaming operations at those horse racing tracks that have a racing association gaming license using these employees, if:
(1)
A collective bargaining agreement is in place at the time that the racing association obtains a racing association gaming license; and
(2)
The employees obtain occupational licenses as required under this chapter.
SECTION 19.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section, "cheat" means to alter the selection of criteria that determines:

(a)
The result of a video lottery game; or

(b)
The amount or frequency of payment in a video lottery game.

(2)
It shall be a Class D felony if a person knowingly or intentionally does any of the following:

(a)
Uses or possesses with the intent to use a device to assist in:

1.
Projecting the outcome of a video lottery game;

2.
Keeping track of video displays of playing cards;

3.
Analyzing the probability of the occurrence of an event relating to a video lottery game; or

4.
Analyzing the strategy for playing or betting to be used in the video lottery game, except as permitted by the corporation;

(b)
Cheats at a video lottery game;

(c)
Manufactures, sells, or distributes any cards, chips, dice, game, or device that is intended to be used to violate this section;

(d)
Alters or misrepresents the outcome of a video lottery game on which wagers have been made after the outcome is made sure but before the outcome is revealed to the players;

(e)
Places a bet on the outcome of a video lottery game after acquiring knowledge that:

1.
Is not available to all players; and

2.
Concerns the outcome of the video lottery game that is the subject of the bet;

(f)
Aids a person in acquiring the knowledge described in paragraph (e) of this subsection for the purpose of placing a bet contingent on the outcome of a video lottery game;

(g)
Claims, collects, takes, or attempts to claim, collect, or take money or anything of value in or from a video lottery game by cheating;

(h)
Uses or possesses counterfeit chips or tokens used in a video lottery game;

(i)
Possesses a key or device designed for:

1.
Opening, entering, or affecting the operation of a video lottery game, drop box, or an electronic or a mechanical device connected with a video lottery game; or

2.
Removing coins, tokens, chips, or other contents of a video lottery game; or 

(j)
Possesses materials used to manufacture a slug or device intended to be used in a manner that violates this section.

(3)
Paragraph (i) of subsection (2) of this section shall not apply to a licensee under this chapter or his or her employee acting in the course of the employee's employment.
SECTION 20.   A NEW SECTION OF KRS CHAPTER 194A IS CREATED TO READ AS FOLLOWS:

There is created a trust and agency account under the control of the cabinet to be known as the compulsive gamblers' assistance fund. Except for administrative expenses, all moneys in the fund shall be used exclusively for the purposes of:
(1)
Assisting agencies, groups, organizations, and persons that provide education, assistance, and counseling to persons and families experiencing difficulty as a result of problem or compulsive gambling;
(2)
Promoting the awareness of assistance programs for gamblers; and
(3)
Paying the costs and expenses associated with the treatment of problem or compulsive gambling.
SECTION 21.   A NEW SECTION OF KRS CHAPTER 194A IS CREATED TO READ AS FOLLOWS:

Moneys from the compulsive gamblers' assistance fund created under Section 20 of this Act shall be expended as follows:

(1)
During fiscal year 2007-2008, funds shall be spent exclusively for promoting public awareness of, and education about, problem and compulsive gambling;

(2)
During fiscal year 2008-2009 and each fiscal year thereafter, funds shall be used to fund the certification of compulsive gambling counselors, in addition to the compulsive gambling education and awareness activities required in subsection (1) of this section;

(3)
During fiscal year 2009-2010 and each fiscal year thereafter, treatment programs for compulsive gamblers shall be funded, in addition to the compulsive gambling education and awareness activities required in subsection (1) of this section; and

(4)
Any moneys not expended during the fiscal year in which the moneys were deposited into the compulsive gamblers assistance fund shall not lapse but shall be carried forward into the next fiscal year.

SECTION 22.   A NEW SECTION OF KRS CHAPTER 194A IS CREATED TO READ AS FOLLOWS:

The Cabinet for Health and Family Services shall promulgate administrative regulations to address the manner in which moneys deposited into the compulsive gamblers' assistance fund created under Section 20 of this Act shall be expended. The Cabinet for Health and Family Services shall evaluate requests for funding submitted pursuant to administrative regulations. Administrative regulations promulgated under the authority of this section shall:

(1)
Establish standards for the types of agencies, groups, organizations, and persons that will be eligible to receive funding from the compulsive gamblers' assistance fund;
(2)
Establish standards for the types of activities that will be eligible for funding;

(3)
Establish standards for the appropriate documentation of past performance of agencies, groups, organizations, and persons and the activities that they have conducted;

(4)
Set forth procedures for the processing of applications for funding;

(5)
Set forth procedures for evaluation of requests submitted from the various agencies, groups, organizations, and persons that are seeking funding from the compulsive gamblers' assistance fund to provide services under this section and under Sections 20 and 21 of this Act, and recommend funding for those requesters who have demonstrated the capability to efficiently and effectively provide the necessary services; and

(6)
Set forth a procedure requiring funding recipients to submit the appropriate documentation of the manner in which funds from the compulsive gamblers' assistance fund have been expended, including audits.

SECTION 23.   A NEW SECTION OF KRS CHAPTER 194A IS CREATED TO READ AS FOLLOWS:

(1)
Effective July 1, 2008, and for every fiscal year thereafter, the Cabinet for Health and Family Services shall prepare an annual report detailing activities and expenditures associated with the compulsive gamblers assistance fund for the preceding fiscal year.
(2)
This annual report shall be submitted to the Legislative Research Commission, the Governor, the Kentucky Horse Racing Authority, the Kentucky Lottery Corporation, and the Office of Charitable Gaming on or before July 31 of each fiscal year.
SECTION 24.   A NEW SECTION OF KRS CHAPTER 194A IS CREATED TO READ AS FOLLOWS:

The Cabinet for Health and Family Services shall coordinate with the Kentucky Horse Racing Authority, the Kentucky Lottery Corporation, and the Office of Charitable Gaming concerning education programs to promote public awareness and understanding of problem and compulsive gambling.

SECTION 25.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

To promote economic development and tourism in a jurisdiction, video lottery retailers are encouraged to work in cooperation with the local chambers of commerce, convention bureaus, or other community organizations to maximize their efforts to stimulate the local economy through tourism and to cultivate good will.
SECTION 26.   A NEW SECTION OF KRS CHAPTER 154A IS CREATED TO READ AS FOLLOWS:

The operation of any video lottery games and video lottery terminals, other than those authorized by the corporation, shall be deemed gambling and shall be subject to the applicable penalties imposed in KRS Chapter 528.
Section 27.   KRS 154A.010 is amended to read as follows:

As used in this chapter, unless the context requires otherwise:

(1)
"Amateur athletics" means any interscholastic athletics in which the participating athletes are elementary or secondary school students of any public or private institution of learning; any intercollegiate athletics in which the participating athletes are students of any public or private institution of higher education; or any athletics sponsored or regulated by the following amateur athletic associations including, but not limited to:

(a)
United States Olympic Committee;

(b)
National Collegiate Athletic Association;

(c)
National Association of Intercollegiate Athletics;

(d)
Kentucky High School Athletic Association;

(e)
Kentucky Amateur Athletics Union;

(f)
Bluegrass State Games;

(g)
Little League Baseball;

(h)
Amateur Softball Association;

(i)
Babe Ruth Leagues of Kentucky;

(j)
American Legion Baseball;

(k)
Kentucky Youth Soccer Association; or

(l)
Kentucky Special Olympics;

(2)
"Associated equipment" means any equipment or mechanical, electromechanical, or electronic contrivance, component, or machine used in connection with video lottery gaming, including links which connect to progressive video lottery terminals, equipment which affects the proper reporting of gross and net terminal income, computerized systems for monitoring gaming devices, and devices for weighing or counting money;
(3)
"Authority" means the Kentucky Horse Racing Authority;

(4)
"Central communication system" means a system operated by the corporation, linking all video lottery terminals at a licensee's location to a central location to provide auditing program information and any other information determined by the corporation, which shall provide all computer hardware and related software necessary for establishing and implementing a comprehensive system as required by the corporation;

(5)
"Control" means the authority to direct the management and policies of a video lottery contract holder or a licensee or an applicant for such contract or license;

(6)
"Corporation" means the Kentucky Lottery Corporation;

(7)[(3)]
"Lottery" means any game of chance approved by the corporation and operated pursuant to this chapter, except for games prohibited by the General Assembly as provided for in KRS 154A.063;

(8)
"Lottery ticket" means a slip paper, cardboard, or other material sold by the corporation through retailers for participation in lottery games, but does not include any vouchers or scrip used to play a video lottery terminal or any redemption ticket printed by a video lottery terminal as defined in this section;

(9)[(4)]
"Major lottery-specific procurement" means any gaming product or service including, but not limited to, major advertising contracts, annuity contracts, prize payment agreements, consulting services, personal service contracts, equipment, lottery tickets, and all other products and services unique to the operation of the corporation in its lottery activities, but not including materials, supplies, equipment, and services common to the ordinary operations of a corporation;

(10)
"Manufacturer" means any person holding a license granted by the corporation to engage in the business of designing, building, constructing, assembling, or manufacturing video lottery terminals, the electronic computer components of the video lottery terminals, the random number generator of the video lottery terminals, or the cabinet in which it is housed, and whose product is intended for sale, lease, or other assignment for use by a video lottery retailer in the state, and who contracts for the sale, lease, or other assignment to persons or entities so authorized in state law;

(11)
"Net terminal income" means currency placed into a video lottery terminal, less credits redeemed by players;

(12)[(5)]
"President" means the president of the Kentucky Lottery Corporation who shall also serve as chief executive officer of the corporation;

(13)
"Principal" means any of the following individuals associated with a partnership, trust, association, limited liability company, or corporation that holds a video lottery retailer's contract or a manufacturer's or occupational license issued under this chapter or is an applicant for such a contract or license:
(a)
The chair and all members of the board of directors of the corporation;

(b)
All partners of a partnership and all participating members of a limited liability company;

(c)
All trustees and trust beneficiaries of an association;

(d)
The president or chief executive officer and all other officers, managers, and employees who have policy-making or fiduciary responsibility within the organization;

(e)
All stockholders or other individuals who own, hold, or control, either directly or indirectly, five percent (5%) or more of stock or financial interest in the collective organization; and

(f)
Any other employee, agent, guardian, personal representative, or lender or holder of indebtedness who has the power to exercise a significant influence over the applicant's or licensee's operation;
(14)[(6)]
(a)
With respect to an individual, "related entity" means any spouse, child, brother, sister, or parent residing as a member of the same household in the principal place of abode of the individual, and any entity with respect to which the individual, or spouse, child, brother, sister, or parent of the individual has a financial interest of five percent (5%) or more, or is an officer, director, employee, or partner; and

(b)
With respect to any partnership, corporation, joint venture, or other entity, "related entity" means any officer, director, employee, partner, or owner of a financial interest of five percent (5%) or more of the total value thereof; any parent, subsidiary, or brother corporation; and any other entity with which the given entity has an identity of ownership of fifty percent (50%) or more;[.]
(15)[(7)]
"Retailer" means any person with whom the corporation has contracted to sell lottery tickets to the public or conduct video lottery games under this chapter;

(16)[(8)]
"Security" means the protection of information that would provide an unfair advantage to any individual or other entity involved or seeking involvement in the operation of the lottery or the supply of major lottery-specific procurement items to the corporation, and the protection of:

(a)
Information that relates to detection or deterrence of, or could assist in the perpetration of, crimes against the corporation or its retailers, their locations, or their employees; or

(b)
Information which could impair or adversely impact the ability of the corporation or its retailers to protect the integrity of the lottery or protect lottery equipment, supplies, or proceeds;

(17)[(9)]
"Sports contest" means any professional or amateur sport, athletic game or contest, or race or contest involving machines, persons, or animals, except horses, that is viewed by the public;[ and]
(18)[(10)]
"Vendor" means any person who has entered into a major lottery-specific procurement contract with the corporation;
(19)
"Video lottery games" means any game approved by the corporation to be played on video lottery terminals under this chapter; and
(20)
"Video lottery terminal" means any electronic, computerized, or mechanical video game machine authorized by the corporation that, upon the insertion of cash or tokens, is available to play video lottery games authorized by the corporation, and which uses a video display or spinning reels or both and microprocessors in which by chance, the player may receive free games, coins, tokens, or credits that may be redeemed for cash. A machine may be considered a video lottery terminal, notwithstanding the use of an electronic credit system making the deposit of bills, coins, or tokens unnecessary. A "video lottery terminal" shall not accept a credit card or debit card from a player for the exchange or purchase of video lottery game credits or for an advance of coins, currency, vouchers, tokens, or redemption tickets to be utilized by a player to play a video lottery game, or extend credit in any manner to a player so as to enable the player to play a video lottery game.

Section 28.   KRS 154A.030 is amended to read as follows:

(1)
The affairs of the corporation shall be administered by a board of directors composed of eight (8) members. One (1) member of the board shall be the State Treasurer, who shall serve on the board in an ex officio capacity. The other seven (7) members shall be appointed by the Governor, subject to the advice and consent of the Senate. Members appointed when the Senate is not in session shall serve only until the next regular session, or special session if such matter is included in the call therefor of the General Assembly, at which time they shall be subject to confirmation by the Senate. If the Senate is not in session, the appointments shall be subject to review by the Interim Joint Committee on State Government which shall hold a public hearing and shall transmit its recommendations to the Senate. Should the Senate refuse to confirm a member then he shall forfeit his office as of the date on which the Senate refuses to confirm him. Any person not confirmed by the Senate shall not be reappointed as a member for a period of two (2) years. Members appointed by the Governor, and confirmed by the Senate, shall be residents of the Commonwealth of Kentucky and serve a term of four (4) years, except that of the initial members appointed, two (2) shall be appointed for one (1) year with the term ending on the twenty-eighth (28th) day of November, 1989; two (2) shall be appointed for two (2) years with the term ending on the twenty-eighth (28th) day of November, 1990; two (2) shall be appointed for three (3) years with the term ending on the twenty-eighth (28th) day of November, 1991; and one (1) shall be appointed for four (4) years with the term ending on the twenty-eighth (28th) day of November, 1992. Members, confirmed by the Senate, may serve thirty (30) days beyond the end of their respective terms if their successors have not been appointed and qualified. If the Governor fails to appoint a successor within thirty (30) days of expiration of a member's term, the board shall make the appointment. No appointed member shall serve more than two (2) consecutive four-year terms. No more than four (4) of the members appointed by the Governor shall be from the same political party. Appointed members may be removed by the Governor for neglect of duty, misfeasance, or nonfeasance in office. The board shall annually elect a chairman from among its appointed members.

(2)
(a)
No member of the board of directors, by himself or through others, shall knowingly:

1.
Use or attempt to use his influence in any manner which involves a substantial conflict between his personal or private interest and his duties to the corporation;

2.
Use or attempt to use any means to influence the corporation in derogation of the corporation;

3.
Use his official position or office to obtain financial gain for himself, or any spouse, parent, brother, sister, or child of the director; or

4.
Use or attempt to use his official position to secure or create privileges, exemptions, advantages, or treatment for himself or others in derogation of the interests of the corporation or of the Commonwealth.

(b)
No director shall appear before the board or the corporation in any manner other than as a director.

(c)
A director shall abstain from action on an official decision in which he has or may have a personal or private interest, and shall disclose the existence of that personal or private interest in writing to each other member of the board on the same day on which the director becomes aware that the interest exists or that an official decision may be under consideration by the board. This disclosure shall cause the decision on these matters to be made in a meeting of the members of the board who do not have the conflict from which meeting the director shall be absent and from all votes on which matters the director shall abstain.

(d)
In determining whether to abstain from action on an official decision because of a possible conflict of interest, a director shall consider the following guidelines:

1.
Whether a substantial threat to his independence of judgment has been created by his personal or private interest;

2.
The effect of his participation on public confidence in the integrity of the corporation and the lottery;

3.
Whether his participation is likely to have any significant effect on the disposition of the matter;

4.
The need for his particular contribution, such as special knowledge of the subject matter, to the effective functioning of the corporation; and

5.
Whether the official decision will affect him in a manner differently from the public, or will affect him as a member of a business, profession, occupation, or group to no greater extent generally than other members of his business, profession, occupation, or group.


Any director may request a vote of the disinterested members of the board on whether any director shall abstain from action on an official decision.

(e)
No director, in order to further his own economic interests, or those of any person, shall knowingly disclose or use confidential information acquired in the course of his official duties.

(f)
No director shall knowingly receive, directly or indirectly, any interest or profit arising from the use or loan of lottery funds or funds to be raised through the lottery.

(g)
No director shall knowingly accept compensation, other than that provided in this section for directors, for performance of his official duties.

(h)
No present or former director shall, within one (1) year following termination of his membership on the board, accept employment, compensation, or other economic benefit from any person or business that contracts or does business with the corporation in matters in which he was directly involved during his tenure. This provision shall not prohibit an individual from continuing in the same business, firm, occupation, or profession in which he was involved prior to becoming a director, provided that, for a period of one (1) year following termination of his position as a director, he personally refrains from working on any matter in which he was directly involved as a director.

(i)
No director, and no spouse, child, brother, sister, or parent of that director shall have a financial interest of more than five percent (5%) of the total value of any vendor, other supplier of goods or services to the corporation, retailer, license holder under this chapter, or related entity. The corporation shall provide each member of the board with a list of all current vendors, which shall be updated on at least a quarterly basis.

(3)
Appointed members of the board of directors shall be entitled to five thousand dollars ($5,000) per year as remuneration for serving on the board, except for the chairman, who shall receive seven thousand five hundred dollars ($7,500), and all members shall be reimbursed for necessary travel and other reasonable expenses incurred in the performance of their official duties.

(4)
The board, upon call of the chairman or the president, shall meet at least monthly for the first eighteen (18) months and bimonthly thereafter and at such other times as the chairman or the president may determine. Four (4) members of the board shall constitute a quorum. The board shall also meet upon call of three (3) or more of the voting members of the board. The board shall keep accurate and complete records of all its meetings.

(5)
The State Treasurer shall not be compensated for his service on the board.

(6)
The president of the corporation shall be appointed by the Governor subject to confirmation by the board of directors. Should the board of directors refuse to confirm the appointment of the president, then the Governor shall submit another name. The person whose appointment was refused shall not be renamed for confirmation for a period of two (2) years. The board of directors shall meet within thirty (30) days of the date the Governor submits the name of a nominee for president of the corporation and shall, within that time frame, either approve or reject the nomination. The president of the corporation shall manage the daily affairs of the corporation and shall have such powers and duties as specified by KRS 154A.070 and by the board of directors. The president shall not be a member of the board. The president of the corporation may be removed by the board of directors.

(7)
All meetings of the board shall be open unless they may be closed under KRS 61.810 or relate to trade secrets, legally-protectable intellectual property, confidential proprietary information, the security of the corporation in the operation of the lottery, or the security of the lottery's retailers.

Section 29.   KRS 154A.040 is amended to read as follows:

(1)
All records of the corporation shall be deemed open records and subject to public inspection, unless:

(a)
The record is excluded from inspection under KRS 61.870 to 61.884 under KRS 61.878;

(b)
The record involves a trade secret or other legally-protectable intellectual property or confidential proprietary information of the corporation or of a vendor; or

(c)
The disclosure of the record could impair or adversely impact the security of the corporation in the operation of the lottery or the security of lottery retailers.

(2)
Meetings of the corporation shall be open to the public in accordance with KRS 61.800 to 61.850 unless the exceptions set forth in KRS 61.810 apply or the meeting addresses trade secrets, confidential, or proprietary information, or the security issues as described in subsection (1) of this section. In such a case, the corporation may meet in closed session and follow the procedures set forth in KRS 61.815.

(3)
The provisions of KRS 61.878, 61.880, and 61.884 shall apply to records of the lottery corporation with the exception that the only Circuit Court with jurisdiction over the records of the lottery corporation is the Circuit Court in the county where the corporate headquarters of the lottery corporation is located.

Section 30.   KRS 154A.050 is amended to read as follows:

(1)
The board of directors shall provide the president with private-sector perspectives on the operation of a large marketing enterprise. The board shall:

(a)
Approve, disapprove, amend, or modify the budget recommended by the president for the operation of the corporation;

(b)
Approve, disapprove, amend, or modify the terms of major lottery procurements recommended by the president;

(c)
Serve as a board of appeal for any denial, revocation, or cancellation by the president of a contract with a lottery retailer or a license of a license holder under this chapter;[ and]
(d)
Adopt, from time to time, administrative regulations which shall be subject to the provisions of KRS Chapter 13A, as may be necessary to carry out and implement its powers and duties, the operation of the corporation, the conduct of lottery games in general, and any other matters necessary or desirable for the efficient and effective operation of the lottery or convenience of the public. The board may adopt, without recourse to the administrative regulation process unless it so desires, rules for the conduct of specific lottery games, including but not limited to, rules specifying:

1.
The types of games to be conducted;

2.
The sale price of lottery tickets;

3.
The number and amount of prizes;

4.
The method and location of selecting or validating winning lottery tickets;

5.
The frequency and the means of conducting drawings which shall be open to the public;

6.
The manner of payment of prizes;

7.
The frequency of games and drawings;

8.
The manner and amount of compensation to lottery retailers, except that the rate of[all] compensation for retailers conducting the same type of games shall be uniform. Nothing in this subparagraph shall be interpreted as requiring the rate of compensation for a retailer selling lottery tickets and on-line games, other than video lottery games authorized under this chapter, to be the same as the rate applied to retailers conducting video lottery games;
9.
Standards for reviewing requests to install and operate video lottery terminals in or on approved premises;

10.
Specifications and standards for manufacturing video lottery terminals and associated equipment, including hardware and software;
11.
Standards for examining prototypes of video lottery terminals and, if applicable, associated equipment;
12.
Accounting procedures for determining the net terminal income from video lottery terminals and unclaimed credits;
13.
The type of video lottery games to be played;
14.
Insurance and bonding requirements for licensees and video lottery contract holders under this chapter;
15.
Procedures by which contracts and video lottery licenses are issued, including setting appropriate application, licensing, maintenance, and renewal fees;
16.
Procedures for contracting with manufacturers;

17.
The prizes or credits to be awarded;
18.
Financial reporting procedures for video lottery retailers;

19.
The establishment of hours of operation for video lottery games and terminals and approval of video lottery gambling games, supplies, devices, and associated equipment;
20.
The examination and audit of accounts, bank accounts, financial statements, records, books, and papers of applicants, contract holders, licensees, former contract holders, former licensees, and their affiliates;
21.
The penalties, including administrative fines, for violation of this chapter or administrative regulations promulgated thereunder not specifically set out in statute;
22.
The revocation, suspension, or nonrenewal of contracts and licenses for violation of this chapter or administrative regulations promulgated thereunder. The regulations shall include a video lottery retailer's profitability as one (1) criterion on which a decision to renew the retailer's contract may be based;
23.
The development of a public education program concerning the dangers of problem and compulsive gaming. Any program implemented under authority of this subsection shall be implemented through collaborative efforts between the corporation and its contract-holders and licensees; and

24.[9.]
Any other matters necessary or desirable for the efficient and effective operation of the lottery or for the convenience of the public; and
(e)
Submit monthly and annual reports to the Governor, the Legislative Research Commission, and the Kentucky Video Lottery Oversight Committee established under Section 15 of this Act. The reports submitted shall include financial statements concerning the computation of net terminal income and corporation expenses, progress reports on implementing and operating video lottery terminals, and other information that may be requested by the recipients.

(2)
In all other matters, the board shall advise and make recommendations. However, the board shall:

(a)
Conduct hearings upon complaints charging violations of this chapter or of administrative regulations adopted by the corporation and shall conduct such other hearings as may be provided by administrative regulation;

(b)
Review the performance of the corporation and:

1.
Advise the president and make recommendations to him regarding operations of the corporation; and

2.
Identify potential improvements in this chapter, the administrative regulations of the corporation, and the management of the corporation;

(c)
Request from the corporation any information the board determines to be relevant to its duties; and

(d)
Report to the president of the corporation, the Governor, the President of the Senate, and the Speaker of the House of Representatives regarding its findings and recommendations.

Section 31.   KRS 154A.060 is amended to read as follows:

(1)
The corporation shall conduct and administer lottery games which will result in maximization of revenues to the Commonwealth of Kentucky while at the same time provide entertainment to its citizens. It shall be the duty of the corporation, its employees, and the members of the board to provide for the effective operation of lottery games which insure the integrity of the lottery and maintain the dignity of the Commonwealth and the general welfare of its citizens. The corporation, in pursuit of the attainment of the objectives and the purposes of this chapter, may:

(a)
Sue and be sued in its corporate name;

(b)
Adopt a corporate seal and a symbol;

(c)
Hold copyrights, trademarks, and service marks, and enforce its rights with respect thereto;

(d)
Appoint agents upon which process may be served;

(e)
Enter into written agreements with one (1) or more other states for the operation, marketing, and promotion of a joint lottery or joint lottery games;

(f)
Acquire real property and make improvements thereon. These acquisitions shall be reported to the Capital Projects and Bond Oversight Committee for its review and determination in accordance with KRS 45.750 to 45.810; and

(g)
Make, execute, and effectuate any and all agreements or contracts including:

1.
Contracts for the purchase of such goods and services as are necessary for the operation and promotion of the state lottery. Proposed purchases of major items of equipment estimated to cost one hundred thousand dollars ($100,000) or more and proposed purchases of items of equipment where the estimated contract price for all the items of equipment taken together is four hundred thousand dollars ($400,000) or more shall be reported to the Capital Projects and Bond Oversight Committee for its review and determination in accordance with the provisions of KRS 45.750 to 45.810. A contract shall not be artificially divided to cause an estimated contract price to fall below the four hundred thousand dollar ($400,000) threshold. Contracts for personal service shall be reviewed in accordance with KRS 45A.690 to 45A.725.

2.
Contracts to incur debt in its own name and enter into financing agreements with the Commonwealth, its own agencies, or with a commercial bank, excluding the authority to issue bonds.

(2)
The corporation shall:

(a)
Supervise and administer the lottery in accordance with the provisions of this chapter and the administrative regulations adopted by the board;

(b)
Submit monthly and annual reports to the Governor, the President of the Senate, and the Speaker of the House of Representatives containing financial statements which include but are not limited to disclosure of gross revenues, expenses, and net proceeds for the period;

(c)
Adopt by administrative regulation a system of continuous internal audits;

(d)
Maintain weekly or more frequent records of lottery and video lottery game transactions, including distribution of lottery tickets to lottery retailers, revenues received, claims for prizes, prizes paid, and all other financial transactions of the corporation;

(e)
Adopt by administrative regulation a code of ethics for officers and employees of the corporation to carry out the standards of conduct established by the provisions of this chapter;

(f)
Include capital projects, as defined in KRS 45.750(1)(f), which exceed the thresholds set forth in KRS 154A.060(1)(g)1. in the budget unit request submitted by the corporation to the Finance and Administration Cabinet pursuant to KRS 48.050. In the budget unit request submitted by the corporation, a contingency item for acquisition of the on-line central system, all related equipment, and any other equipment owned by vendors of the corporation relating to computer-generated lottery games from the corporation's vendors shall be stated separately from all other equipment. Further, if the identification of specific projects requiring the acquisition of equipment in the nature of computer systems, communications equipment and related peripheral devices, and operating system software cannot be ascertained with absolute certainty at the time the corporation is required to submit its budget unit request, the corporation shall be entitled to submit a general request for the equipment without individually identifying specific projects, together with a maximum amount to be allocated for the equipment, in the budget unit request;

(g)
The Kentucky Lottery Corporation and the Cabinet for Health and Family Services shall develop a system to allow the Kentucky Lottery Corporation to receive a list of delinquent child support obligors from the Cabinet for Health and Family Services on a monthly basis. The Kentucky Lottery Corporation shall withhold delinquent amounts from prizes of winners that appear on the list. This system shall be timely and shall not create an unavoidable delay in the payment of a lottery prize; and

(h)
The Kentucky Lottery Corporation and the authority shall develop a system to allow the Kentucky Lottery Corporation to receive on a periodic basis a list of persons declared in default of repayment obligations under financial assistance programs in KRS Chapters 164 and 164A. The Kentucky Lottery Corporation shall withhold from a person's prize winnings the amount of the defaulted loan and shall transfer the amount to the authority to credit the account of the person in default. Any amount remaining after the deduction of the loan amount shall be paid to the person.

Section 32.   KRS 154A.063 is amended to read as follows:

(1)
The corporation shall not utilize amateur athletics for any purpose including, but not limited to, advertising, promoting, conducting a lottery, or as a basis for a lottery.

(2)
Except for games expressly provided under this chapter, the corporation shall not approve and operate any casino or similar gambling establishment and shall not approve or operate any game played with playing cards, dice, dominos, slot machines, roulette wheels, or where winners are determined by the outcome of a sports contest.

(3)
This section shall not be construed to prohibit the corporation from advertising the lottery at, during, or in connection with a sports contest.

Section 33.   KRS 154A.070 is amended to read as follows:

(1)
The president, as chief executive officer of the corporation, shall direct and supervise all administrative and technical activities in accordance with the provisions of this chapter and with the administrative regulations adopted by the board. It shall be his duty to:

(a)
Supervise and administer the operation of the lottery and video lottery games;

(b)
Employ and direct such personnel as may be necessary to carry out the purposes of this chapter and utilize such services, personnel, or facilities of the corporation as he may deem necessary. He may employ by personal service contract pursuant to KRS 45A.690 to 45A.725 and compensate such consultants and technical assistants as may be required to carry out the provisions of this chapter. The president may, by agreement, secure information and services as he may deem necessary from any department, agency, or unit of state government, and shall compensate such department, agency, or unit of state government for its services. Such agencies, departments, or units of state government shall cooperate with the corporation and provide such information and services as may be required by the corporation to assure the integrity of the lottery and the effective operation of the lottery games;

(c)
Contract in accordance with the administrative regulations of the corporation with persons to sell lottery tickets at retail or act as video lottery retailers. The president shall require a bond or bank letter of credit from lottery retailers in an amount provided by administrative regulations issued by the board. The bond or bank letter of credit shall be sufficient to secure the payment of sums due the corporation and allocated under Section 14 of this Act;

(d)
Contract in accordance with this chapter and administrative regulations promulgated thereunder with persons to conduct video lottery games;

(e)
Make available for inspection by the board or any member of the board, upon request, all books, records, files, and other information and documents of his office and to advise the board and recommend such administrative regulations and other matters he deems necessary and advisable to improve the operation and administration of the lottery;

(f)[(e)]
Enter into any contract pursuant to KRS Chapters 45 and 45A or administrative regulations promulgated by the board, and pursuant to KRS 154A.120, with any person, firm, or corporation for the promotion and any operation of the lottery, or for the performance of any of the functions as provided in this chapter;

(g)[(f)]
Attend meetings of the board or appoint a designee to attend on his behalf; and

(h)[(g)]
On the first day of the Regular Session of the General Assembly in 1990 and biennially thereafter, submit the proposed biennial budget of the corporation to the Appropriations and Revenue Committee of the House of Representatives for review and comment. The budget shall be submitted to the Director of the Legislative Research Commission within five (5) days of adoption by the board for distribution to the Appropriations and Revenue Committee of the House of Representatives for review.

(2)
The president, with the approval of the board, may amend or modify the budget at any time in any manner deemed necessary for the proper operation of the corporation; however, each change shall be reported in writing to the board and to the director of the Legislative Research Commission, who shall transmit a copy of the change to the Appropriations and Revenue Committee of the House of Representatives.

(3)
Following his confirmation, and during his entire term of office, the president shall reside in Kentucky.

(4)
The president, and the board, may conduct an ongoing study of the operation and administration of lotteries in other states or countries, of available literature on the subject, of federal laws and regulations which may affect the operation of the lottery, and of the reaction of citizens of this state to existing or proposed features of lottery games, with a view toward implementing improvements that will tend to serve the purposes of this chapter.

(5)
The president also may:

(a)
Require bond from corporate employees with access to corporate funds or lottery funds, in such an amount as provided in the administrative regulations of the board. The president may also require bond from other employees as he deems necessary; and

(b)
For good cause, suspend, revoke, or refuse to renew any contract entered into in accordance with the provisions of this chapter or the administrative regulations of the board.

Section 34.   KRS 154A.080 is amended to read as follows:

(1)
The corporation shall establish and maintain a personnel program for its employees. The corporation may procure benefit programs or group insurance plans and shall provide a retirement plan. Employees of the corporation shall serve at the pleasure of the president who shall determine their compensation and benefits. The employees shall be subject to suspension, dismissal, reduction in pay, demotion, transfer, or other personnel action at the discretion of the president. Such personnel actions shall be exempt from the provisions of KRS Chapter 18A. The compensation of officers at the division head level and above shall be exempt from the provisions of KRS 64.640.

(2)
No officer or employee of the corporation shall have a financial interest in any vendor doing business or proposing to do business with the corporation.

(3)
No officer or employee of the corporation with decision-making authority shall participate in any decision involving a retailer, manufacturer, or other licensee with whom the officer or employee has a financial interest of five percent (5%) or more of the total value thereof.

(4)
No officer or employee of the corporation who leaves the employ of the corporation may represent any vendor, lottery retailer, or related entity before the corporation for a period of two (2) years following termination of employment with the corporation.

(5)
A background investigation shall be conducted by the chief security officer of the corporation on every applicant who has reached the final selection process prior to employment by the corporation. Applicants may be fingerprinted as a condition of employment. In addition, all division directors of the corporation and employees of the corporation performing duties primarily related to security matters, prior to employment, shall be subject to a background investigation report conducted by the Kentucky State Police. The Kentucky State Police shall be reimbursed by the corporation for the cost of investigations conducted pursuant to this section. No person who has been convicted of a felony, bookmaking or other forms of illegal gambling, or of a crime involving moral turpitude shall be employed by the corporation. Any employee of the corporation who is or has been convicted of a felony, bookmaking, or any other form of illegal gambling or of a crime involving moral turpitude shall be terminated from employment by the corporation, except that this requirement shall not be interpreted to limit the right of the corporation to terminate the employment of any employee, at will, prior to any conviction.

Section 35.   KRS 154A.090 is amended to read as follows:

(1)
Any retailer, vendor, or licensee under this chapter or applicant for a retailer or vendor contract or a license under this chapter aggrieved by an action of the president of the corporation may appeal that decision to the board.

(2)
All appeals before the board shall be decided within thirty (30) days of the hearing.

(3)
Any person aggrieved by a decision of the board may appeal the decision to the Circuit Court of the county in which the corporation maintains its headquarters, except that if the person aggrieved is a lottery retailer or an applicant to become a lottery retailer, then the Circuit Court of the county in which said retailer does or applicant would operate shall have concurrent venue as to such appeal.

(4)
The Circuit Court may reverse the decision of the board only in the event the decision is found to be:

(a)
Clearly erroneous; or

(b)
Arbitrary and capricious; or

(c)
Procured by fraud; or

(d)
A result of misconduct by the board, or a member thereof.

Section 36.   KRS 154A.110 is amended to read as follows:

(1)
Proceeds of lottery prizes shall be subject to Kentucky state income tax. Any attachments, garnishments, or executions authorized and issued pursuant to statute shall also be withheld if served upon the process agent of the corporation. This section shall not apply to a retailer or to a prize awarded through the operation of video lottery games under this chapter. Procedures regulating the claiming of prizes and the use of unclaimed prizes shall be promulgated by the corporation in administrative regulations.

(2)
The board shall adopt rules to establish a system of verifying the validity of lottery tickets claimed to win prizes and to effect payment of such prizes, except that:

(a)
No prize, nor any portion of a prize, nor any right of any person to a prize awarded shall be assignable. Any prize, or portion thereof, remaining unpaid at the death of a prize winner shall be paid to the estate of such deceased prize winner or to the trustee under a revocable living trust established by the deceased prize winner as settlor, provided that a copy of such a trust has been filed with the corporation along with a notarized letter of direction from the settlor and no written notice of revocation has been received by the corporation prior to the settlor's death. Following such a settlor's death and prior to any payment to such a successor trustee, the corporation shall obtain from the trustee and each trust beneficiary a written agreement to indemnify and hold the corporation harmless with respect to any claims that may be asserted against the corporation arising from payment to or through the trust. Notwithstanding any other provisions of this section, any person, pursuant to an appropriate judicial order, shall be paid the prize to which a winner is entitled.

(b)
No lottery ticket shall knowingly be sold to any person under the age of eighteen (18), but this section does not prohibit the purchase of a lottery ticket by a person eighteen (18) years of age or older for the purpose of making a gift to any person of any age. In such case, the corporation shall direct payment to an adult member of the person's family or the legal guardian of the person on behalf of such person. The person named as custodian shall have the same powers and duties as prescribed for a custodian pursuant to the Uniform Transfers to Minors Act.

(c)
No prize shall be paid arising from claimed lottery tickets that are stolen, counterfeit, altered, fraudulent, unissued, produced or issued in error, unreadable, not received or not recorded by the corporation within applicable deadlines, lacking in captions that conform and agree with the play symbols as appropriate to the lottery game involved, or not in compliance with such additional specific rules and public or confidential validation and security tests of the corporation appropriate to the particular lottery game involved.

(d)
No particular prize in any lottery game shall be paid more than once, and in the event of a binding determination that more than one claimant is entitled to a particular prize, the sole remedy of such claimants is the award to each of them of an equal share in the prize.

(e)
A holder of a winning cash lottery ticket from a Kentucky lottery game shall claim a prize within three hundred sixty-five (365) days (for a lottery ticket issued before January 1, 1995), and within one hundred eighty (180) days (for a lottery ticket issued on or after January 1, 1995), or for a multistate lottery game within one hundred eighty (180) days, after the drawing in which the prize was won. In any Kentucky lottery game in which the player may determine instantly if he has won or lost, he shall claim a prize within three hundred sixty-five (365) days (for lottery games commenced or lottery tickets printed or reprinted before January 1, 1995), and within one hundred eighty (180) days (for lottery games commenced or tickets printed or reprinted on or after January 1, 1995), or for a multistate lottery game within one hundred eighty (180) days, after the end of the lottery game as announced by the corporation. However, a holder of a pull-tab lottery ticket shall claim a prize within the time period and in the manner printed on the lottery ticket. If a valid claim is not made for a prize within the applicable period, the prize shall constitute an unclaimed prize for purposes of subsection (3) of this section.

(f)
No prize shall be paid upon a lottery ticket purchased or sold in violation of this chapter. Any such prize shall constitute an unclaimed prize for purposes of subsection (3) of this section.

(3)
Any unclaimed prize money resulting from the possession of a winning lottery ticket or on-line game, other than a video lottery game, may be retained by the corporation and added to the pool from which such future prizes are to be awarded or used for special prize promotions, or may be appropriated by the General Assembly directly from the corporation for any public purpose. For fiscal years 2000-2001 and 2001-2002, any unclaimed prize money in excess of six million dollars ($6,000,000) shall be transferred to the affordable housing trust fund established by KRS 198A.710.

(4)
The corporation is discharged of all liability upon payment of a prize.

(5)
No lottery ticket shall be purchased by and no prize resulting from the possession of a winning lottery ticket, shall be paid to any of the following persons:

(a)
Any member of the board of directors, officers, or employees of the corporation;

(b)
Any vendors or related entities, or any member of the board of directors, officers, employees of, partners in, or owners of any vendors or related entities to the vendors; or

(c)
Any spouse, child, brother, sister, or parent residing as a member of the same household in the principal place of abode of any such person.

Section 37.   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 the money received directly or incidental to the operation of video lottery games, shall be deposited into a corporate operating account. The corporation is authorized to use all money in the corporate operating account for the purposes of paying 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 prize winners. The amount in the corporate operating account which the corporation anticipates will be available for the payment of 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 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)
Each fiscal year, 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); and

(b)
To the reading diagnostic and intervention fund, one million eight hundred thousand dollars ($1,800,000).

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

2.
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.
Forty percent (40%) in fiscal year 2003-2004;

2.
Forty-five percent (45%) in fiscal year 2004-2005; and

3.
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.

(7)
This section shall not apply to any moneys received directly from or incidental to the operation of video lottery games, including any fees or moneys received from or assessed video lottery retailers and persons holding a manufacturer's or occupational license issued under this chapter or making application for such a license.

Section 38.   KRS 154A.400 is amended to read as follows:

(1)
(a)
The General Assembly hereby recognizes that to conduct a successful lottery, the corporation must develop and maintain a statewide network of lottery retailers that will serve the public convenience or promote the sale of tickets, while insuring the integrity of the lottery.

(b)
To govern the selection of lottery ticket retailers, the board shall, by administrative regulation, develop a list of objective criteria upon which the selection of lottery retailers shall be based. Separate criteria shall be developed to govern the selection of retailers of instant lottery tickets and on-line retailers, other than those conducting video lottery games. In developing these criteria the board shall consider such factors as the applicant's financial responsibility, security of the applicant's place of business or activity, integrity, and reputation; however, the board shall not consider political affiliation, activities, or monetary contributions to political organizations or candidates for any public office. The criteria shall include, but not be limited to the following:

1.
The applicant shall be current in payment of all taxes, interest and penalties owed to any taxing subdivision where the lottery retailer will sell lottery tickets;

2.
The applicant shall be current in filing all applicable tax returns and in payment of all taxes, interest and penalties owed to the Commonwealth of Kentucky, excluding items under formal appeal pursuant to applicable statutes;

3.
No person, partnership, unincorporated association, corporation, or other business entity shall be selected as a lottery retailer for the sale of instant lottery tickets or on-line games who:

a.
Has been convicted of a felony related to the security or integrity of the lottery in this or any other jurisdiction, unless at least ten (10) years have passed since satisfactory completion of the sentence or probation imposed by the court for each felony;

b.
Has been convicted of any illegal gambling activity in this or any other jurisdiction, unless at least ten (10) years have passed since satisfactory completion of the sentence or probation imposed by the court for each conviction;

c.
Has been found to have violated the provisions of this chapter or any administrative regulation adopted hereunder, unless at least ten (10) years have passed since the violation;

d.
Is a vendor or an employee or agent of any vendor doing business with the corporation;

e.
Resides in the same household as an officer of the corporation; or

f.
Has made a statement of material fact to the corporation, knowing such statement to be false, unless at least ten (10) years have passed since the statement was made.

4.
Retailers for the sale of instant lottery tickets or on-line games, other than video lottery games authorized under this chapter, shall be afforded the same exceptions to disqualification as provided for vendors in KRS 154A.600(4)(a) and (b) or (c).

5.
In addition to the provisions of subsection (3) of this section, no person, partnership, unincorporated association, corporation, or other business entity shall be selected as an on-line lottery retailer who:

a.
Has been denied a license to sell instant lottery tickets on the basis of objective criteria established by the board, or any provision of this chapter; or

b.
Has failed to sell sufficient instant lottery tickets to indicate that the location of an on-line game at his outlet would be of economic benefit to him or the lottery corporation.

6.
The applicant shall not be engaged exclusively in the sale of lottery tickets. However, this paragraph does not preclude the corporation from contracting for the sale of lottery tickets with nonprofit, charitable organizations or units of local government in accordance with the provisions of this chapter.

(c)
Persons applying to become lottery retailers for the sale of instant lottery tickets or on-line games, other than video lottery games authorized under this chapter, shall be charged a uniform application fee for each lottery outlet. Retailers chosen to participate in on-line games shall be charged a uniform annual fee for each on-line outlet.

(d)
Any lottery retailer contract, other than a video lottery retailer contract issued under this chapter, executed pursuant to this section may, for good cause, be suspended, revoked, or terminated by the president if the retailer is found to have violated any of the objective criteria established by the board as provided in subsection (1) of this section. Review of such action shall be in accordance with the procedures outlined in KRS 154A.090. All lottery retailer contracts shall be renewable annually after issuance unless sooner canceled or terminated.

(2)
(a)
A retailer who has been denied an on-line game, other than a video lottery game authorized under this chapter, for reasons other than financial responsibility, security, or integrity shall be permitted to purchase or lease the equipment necessary to operate such a game from the corporation in a manner consistent with the corporation's manner of acquisition. A retailer need not file an appeal before being permitted to purchase or lease on-line equipment.

(b)
After one (1) year of operation, any retailer who purchased or leased on-line equipment pursuant to paragraph (a) of this subsection and whose sales are equal to or greater than the statewide average of sales of on-line retailers, shall be reimbursed the cost of the purchase or lease by the corporation. The board may purchase the terminals of other retailers who purchased their equipment if the board determines that such purchase is in the best interest of the lottery.

(3)
No lottery retailer contract awarded under this section shall be transferable or assignable. No lottery retailer shall contract with any person for lottery goods or services except with the approval of the board.

(4)
Each lottery retailer provided for in this section, shall be issued a lottery retailer certificate which shall be conspicuously displayed at the place where the lottery retailer is authorized to sell lottery tickets. Lottery tickets shall only be sold by the retailer at the location stated on the lottery retailer certificate.

(5)
A member of the General Assembly who meets the same requirements as any other applicant to be a retailer may be granted a retail contract to sell lottery tickets or participate in any other lottery game operations. No member of the General Assembly shall be entitled to preference over any other applicant for a contract.

(6)
For the convenience of the public, all retailers shall be authorized to pay winners up to six hundred dollars ($600) after the retailer performs validation procedures appropriate to the lottery game involved. Lottery tickets shall be exempt from the Kentucky sales tax.

Section 39.   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, other than video lottery games, net of allowable sales commissions and credit for lottery prizes paid to winners by lottery retailers. Sales proceeds 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, excluding video lottery terminals, and any other tickets delivered to lottery retailers.

(2)
Whenever any person who receives proceeds from the sale of lottery tickets in the capacity of a lottery retailer 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 lottery ticket retailer in the amount of, and to secure, the lottery ticket retailer's obligations to remit lottery proceeds 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 to the corporation or in the process of collecting those proceeds, 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, whether or not the retailer is at that time obligated to remit all or any portion of those proceeds 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 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. 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 as is afforded state, county, city, and other taxing authorities by KRS Chapter 134.

Section 40.   KRS 154A.650 is amended to read as follows:

(1)
The Kentucky State Police shall, at the request of the division of security, perform full criminal background investigations on all potential vendors and potential employees of the corporation at the level of division director and above and at any level within the division of security. The corporation shall reimburse the Kentucky State Police for the actual costs of such investigations.

(2)
The corporation or its division of security shall:

(a)
Conduct criminal background investigations and credit investigations on all potential retailers and investigate all potential employees of the corporation not referred to in subsection (1) of this section;

(b)
Conduct criminal background investigations on all applicants for video lottery retailers and licensing under this chapter with assistance, as necessary, from the Kentucky State Police, the Administrative Office of the Courts, and the Federal Bureau of Investigation. The corporation shall reimburse the Kentucky State Police and the Administrative Office of the Courts for the actual costs of any investigative assistance provided;
(c)
Supervise lottery ticket validation and lottery drawings;

(d)[(c)]
Inspect at times determined solely by the division, the facilities of any vendor in order to determine the integrity of the vendor's product and in order to determine whether the vendor is in compliance with its contract;

(e)[(d)]
Report any suspected violations of this chapter to the appropriate Commonwealth's attorney, or the Attorney General and law enforcement agencies; and

(f)[(e)]
Upon request, provide assistance to any Commonwealth's attorney, the Attorney General or law enforcement agency investigating a violation of this chapter.

Section 41.   KRS 243.500 is amended to read as follows:

Any license issued under KRS 243.020 to 243.670 may be revoked or suspended for the following causes:

(1)
Conviction of the licensee or his agent or employee for selling any illegal beverages on the licensed premises.

(2)
Making any false, material statements in an application for a license or supplemental license.

(3)
Violation of the provisions of KRS 243.670.

(4)
Conviction of the licensee or any of his clerks, servants, agents, or employees of:

(a)
Two (2) violations of the terms and provisions of KRS Chapter 241, 243, or 244 or any act regulating the manufacture, sale, and transportation of alcoholic beverages within two (2) consecutive years;

(b)
Two (2) misdemeanors directly or indirectly attributable to the use of intoxicating liquors within two (2 ) consecutive years; or

(c)
Any felony.

(5)
Failure or default of a licensee to pay an excise tax or any part of the tax or any penalties imposed by or under the provisions of any statutes, ordinances, or Acts of Congress relative to taxation, or for a violation of any administrative regulations promulgated by the Department of Revenue made in pursuance thereof.

(6)
Revocation of any license or permit provided in KRS 243.060, 243.070, 243.600, and 243.610, or granted under any Act of Congress relative to the regulation of the manufacture, sale, and transportation of alcoholic beverages. Any license issued under KRS 243.020 to 243.670 shall be revoked or suspended if the licensee sells the alcoholic beverages at a price in excess of the price set by federal or state regulations.

(7)
Setting up, conducting, operating, or keeping, on the licensed premises, any gambling game, device, machine, contrivance, lottery, gift enterprise, handbook, or facility for betting or transmitting bets on horse races; or permitting to be set up, conducted, operated, kept, or engaged in, on the licensed premises, any such game, device, machine, contrivance, lottery, gift enterprise, handbook, or facility. This section shall not apply to contests in which eligibility to participate is determined by chance and the ultimate winner is determined by skill and the licensee has no direct interest, or to the sale of lottery tickets sold or the conduct of video lottery games under the provisions of KRS Chapter 154A.

(8)
Conviction of the licensee, his agents, servants, or employees for:

(a)
The sale or use upon the licensed premises of those items described in KRS 218A.050 to 218A.130 as controlled substances;

(b)
Knowingly permitting the sale or use by patrons upon the licensed premises of those items described in KRS 218A.050 to 218A.130 as controlled substances; or

(c)
Knowingly receiving stolen property upon the licensed premises.

Section 42.   KRS 243.505 is amended to read as follows:

The operation of a pari-mutuel system for betting, where authorized by law, the conduct of video lottery games regulated under the provision of KRS Chapter 154A, or the conduct of charitable gaming by a charitable organization licensed and regulated under the provision of KRS Chapter 238, shall not constitute grounds for the revocation or suspension of any license issued under KRS Chapter 243.

Section 43.   KRS 525.090 is amended to read as follows:

(1)
A person is guilty of loitering when he:

(a)
Loiters or remains in a public place for the purpose of gambling with cards, dice or other gambling paraphernalia, except that the provisions of this section shall not apply if the person is participating in charitable gaming defined by KRS 238.505 or is participating in video lottery gaming regulated under KRS Chapter 154A; or

(b)
Loiters or remains in a public place for the purpose of unlawfully using a controlled substance; or

(c)
Loiters or remains in or about a school, college or university building or grounds, not having any reason or relationship involving custody of or responsibility for a pupil or student or any other specific legitimate reason for being there and not having written permission from anyone authorized to grant the same; or

(d)
Loiters or remains in any transportation facility, unless specifically authorized to do so, for the purpose of soliciting or engaging in any business, trade or commercial transactions involving the sale of merchandise or services.

(2)
Loitering is a violation.

Section 44.   KRS 528.010 is amended to read as follows:

The following definitions apply in this chapter unless the context otherwise requires:

(1)
"Advancing gambling activity" -- A person "advances gambling activity" when, acting other than as a player, he engages in conduct that materially aids any form of gambling activity. The conduct shall include, but is not limited to, conduct directed toward the establishment of the particular game, contest, scheme, device, or activity involved; toward the acquisition or maintenance of premises, paraphernalia, equipment, or apparatus therefor; toward the solicitation or inducement of persons to participate therein; toward the actual conduct of the playing phases thereof; toward the arrangement of any of its financial or recording phases or toward any other phase of its operation. A person who gambles at a social game of chance on equal terms with other participants does not otherwise advance gambling activity by performing acts, without remuneration or fee, directed toward the arrangement or facilitation of the game as inviting persons to play, permitting the use of premises therefor and supplying equipment used therein.

(2)
"Bookmaking" means advancing gambling activity by unlawfully accepting bets upon the outcome of future contingent events from members of the public as a business.

(3)
(a)
"Gambling" means staking or risking something of value upon the outcome of a contest, game, gaming scheme, or gaming device which is based upon an element of chance, in accord with an agreement or understanding that someone will receive something of value in the event of a certain outcome. A contest or game in which eligibility to participate is determined by chance and the ultimate winner is determined by skill shall not be considered to be gambling.

(b)
Gambling shall not mean charitable gaming which is licensed and regulated under the provisions of KRS Chapter 238, the sale of lottery tickets by a lottery retailer regulated under the provisions of KRS Chapter 154A, or the conduct of video lottery games authorized under KRS Chapter 154A.

(4)
"Gambling device" means:

(a)
Any so-called slot machine or any other machine or mechanical device an essential part of which is a drum or reel with insignia thereon, and which when operated may deliver, as a result of the application of an element of chance, any money or property, or by the operation of which a person may become entitled to receive, as the result of the application of an element of chance, any money or property; or

(b)
Any other machine or any mechanical or other device, including but not limited to roulette wheels, gambling tables and similar devices, designed and manufactured primarily for use in connection with gambling and which when operated may deliver, as the result of the application of an element of chance, any money or property, or by the operation of which a person may become entitled to receive, as the result of the application of an element of chance, any money or property;

(c)
But, the following shall not be considered gambling devices within this definition:

1.
Devices dispensing or selling combination or French pools on licensed, regular racetracks during races on said tracks.

2.
Electro-mechanical pinball machines specially designed, constructed, set up, and kept to be played for amusement only. Any pinball machine shall be made to receive and react only to the deposit of coins during the course of a game. The ultimate and only award given directly or indirectly to any player for the attainment of a winning score or combination on any pinball machine shall be the right to play one (1) or more additional games immediately on the same device at no further cost. The maximum number of free games that can be won, registered, or accumulated at one (1) time in operation of any pinball machine shall not exceed thirty (30) free games. Any pinball machine shall be made to discharge accumulated free games only by reactivating the playing mechanism once for each game released. Any pinball machine shall be made and kept with no meter or system to preserve a record of free games played, awarded, or discharged. Nonetheless, a pinball machine shall be a gambling device if a person gives or promises to give money, tokens, merchandise, premiums, or property of any kind for scores, combinations, or free games obtained in playing the pinball machine in which the person has an interest as owner, operator, keeper, or otherwise.

3.
Devices used in the conduct of charitable gaming.

4.
Devices used in conducting video lottery games in accordance with the provisions of KRS Chapter 154A.
(5)
"Lottery and gift enterprise" means:

(a)
A gambling scheme in which:

1.
The players pay or agree to pay something of value for chances, represented and differentiated by numbers or by combinations of numbers or by some other media, one (1) or more of which are to be designated the winning ones; and

2.
The ultimate winner is to be determined by a drawing or by some other method based upon the element of chance; and

3.
The holders of the winning chances are to receive something of value.

(b)
A gift enterprise or referral sales plan which meets the elements of a lottery listed in paragraph (a) of this subsection is to be considered a lottery under this chapter.

(6)
"Mutuel" or "the numbers games" means a form of lottery in which the winning chances or plays are not determined upon the basis of a drawing or other act on the part of persons conducting or connected with the scheme, but upon the basis of the outcome or outcomes of a future contingent event or events otherwise unrelated to the particular scheme.

(7)
"Player" means a person who engages in any form of gambling solely as a contestant or bettor, without receiving or becoming entitled to receive any profit therefrom other than personal gambling winnings, and without otherwise rendering any material assistance to the establishment, conduct, or operation of the particular gambling activity. A person who engages in "bookmaking" as defined in subsection (2) of this section is not a "player." The status of a "player" shall be a defense to any prosecution under this chapter.

(8)
"Profiting from gambling activity" -- A person "profits from gambling activity" when, other than as a player, he accepts or receives or agrees to accept or receive money or other property pursuant to an agreement or understanding with any person whereby he participates or is to participate in the proceeds of gambling activity.

(9)
"Something of value" means any money or property, any token, object, or article exchangeable for money or property, or any form of credit or promise directly or indirectly contemplating transfer of money or property or of any interest therein, or involving extension of a service, entertainment, or a privilege of playing at a game or scheme without charge.

(10)
"Charitable gaming" means games of chance conducted by charitable organizations licensed and regulated under the provisions of KRS Chapter 238.

Section 45.   KRS 528.100 is amended to read as follows:

Any gambling device or gambling record possessed or used in violation of this chapter is forfeited to the state, and shall be disposed of in accordance with KRS 500.090, except that the provisions of this section shall not apply to charitable gaming activity as defined by KRS 528.010(10) or video lottery terminals, games, and associated equipment as defined in Section 27 of this Act. 

Section 46.   KRS 154A.990 is amended to read as follows:

(1)
(a)
Any person who knowingly sells a lottery ticket to a person under eighteen (18) years of age shall be guilty of a violation for the first offense and for each subsequent offense shall be guilty of a Class B misdemeanor.

(b)
Any lottery retailer who violates KRS 154A.450 shall be notified by the corporation in writing that the retailer shall have thirty (30) days in which to correct the violation. If at the end of that thirty (30) day period the violation is not corrected, the corporation shall remove all lottery vending machines from the retailer's premises.

(2)
Any person who, with intent to defraud, falsely makes, alters, forges, utters, passes, or counterfeits a state lottery ticket shall be guilty of a Class C felony.

(3)
Any person who influences or attempts to influence the winning of a prize through the use of coercion, fraud, deception, or tampering with lottery equipment or materials shall be guilty of a Class B felony. This subsection shall not apply to any lottery prize, equipment, and materials used in connection with the operation of video lottery games under this chapter.
(4)
Any person who violates the provisions of KRS 154A.030(2) shall be guilty of a Class D felony and shall be removed from the board.

(5)
Any person who violates the provisions of KRS 154A.080(2) shall be fined not less than five thousand dollars ($5,000) nor more than fifty thousand dollars ($50,000) and shall be guilty of a Class D felony.

(6)
Any person who violates the provisions of KRS 154A.080(3) shall be guilty of a Class D felony.

(7)
Any person who violates the provisions of KRS 154A.080(4) shall be guilty of a Class A misdemeanor.

(8)
Any person, including any retailer and any officers, directors, or employees of a corporate retailer, any general partner or employee of a retailer which is a partnership or joint venture, or any owner or employee of a retailer which is a sole proprietorship, who willfully violates the provisions of KRS 154A.420(1) shall be fined not less than one thousand dollars ($1,000) nor more than ten thousand dollars ($10,000) and shall be guilty of a Class D felony.

(9)
Any person who violates the provisions of KRS 154A.440(1) for the first offense shall be guilty of a violation and for each subsequent offense shall be guilty of a Class B misdemeanor.

(10)
Any person violating KRS 154A.160(2) is guilty of a Class D felony.

(11)
Any person who knowingly provides false or intentionally misleading information to the corporation in connection with a background investigation prior to employment pursuant to KRS 154A.080(5), an application for a lottery retailer certificate under KRS 154A.400, the corporation's investigation of prospective vendors pursuant to KRS 154A.600, or any investigation by the corporation's Division of Security shall be fined not less than one thousand dollars ($1,000) nor more than ten thousand dollars ($10,000), and shall be guilty of a Class D felony.

(12)
Unless the corporation shall have promulgated administrative regulations governing its procurements under KRS 154A.120(1), the provisions of KRS 45A.990(1) to 45A.990(8) shall be deemed to apply to procurement activities conducted under this chapter which are governed by KRS Chapter 45A. If the corporation has promulgated administrative regulations governing its procurements, any person who willfully violates the administrative regulations shall be guilty of a Class A misdemeanor.

(13)
Any person who knowingly allows a person under twenty-one (21) years of age to enter an age-restricted area containing video lottery terminals shall be guilty of a violation for the first offense and for each subsequent offense shall be guilty of a Class B misdemeanor.

(14)
Any video lottery retailer or his or her employee who knowingly allows a person under twenty-one (21) years of age to operate video lottery terminals shall be guilty of a violation for the first offense and for each subsequent offense shall be guilty of a Class B misdemeanor.

(15)
Any video lottery retailer who places a video lottery game or video lottery terminal into play without the authorization of the corporation to do so shall be guilty of a violation for the first offense and for each subsequent offense shall be guilty of a Class B misdemeanor.

(16)
A person who operates, carries on, or exposes for play a video lottery game or video lottery terminal after the person's license as a video lottery retailer has expired and prior to the actual renewal thereof shall be guilty of a Class B misdemeanor.

(17)
A licensed video lottery retailer who possesses any video lottery terminal which the licensee knows has been manufactured, distributed, sold, tampered with, or serviced in violation of the provisions of this chapter or administrative regulations promulgated under this chapter shall be guilty of a Class B misdemeanor.

Section 47.   KRS 15.380 is amended to read as follows:

(1)
The following officers employed or appointed as full-time, part-time, or auxiliary officers, whether paid or unpaid, shall be certified:

(a)
State Police officers, but for the commissioner of the State Police;

(b)
City, county, and urban-county police officers;

(c)
Deputy sheriffs, except those identified in KRS 70.045 and 70.263(3);

(d)
State or public university safety and security officers appointed pursuant to KRS 164.950;

(e)
School security officers employed by local boards of education who are special law enforcement officers appointed under KRS 61.902;

(f)
Airport safety and security officers appointed under KRS 183.880;

(g)
Office of Alcoholic Beverage Control field representatives and investigators appointed under KRS 241.090;

(h)
Division of Insurance Fraud Investigation investigators appointed under KRS 304.47-040;[ and]
(i)
County detectives appointed in a county containing a consolidated local government with the power of arrest in the county and the right to execute process statewide in accordance with KRS 69.360; and

(j)
Lottery corporation investigators as described in subsection (2) of Section 4 of this Act.

(2)
The requirements of KRS 15.380 to 15.404 for certification may apply to all state peace officers employed pursuant to KRS Chapter 18A and shall, if adopted, be incorporated by the Personnel Cabinet for job specifications.

(3)
Additional training in excess of the standards set forth in KRS 15.380 to 15.404 for all peace officers possessing arrest powers who have specialized law enforcement responsibilities shall be the responsibility of the employing agency.

(4)
The following officers may, upon request of the employing agency, be certified by the council:

(a)
Deputy coroners;

(b)
Deputy constables;

(c)
Deputy jailers;

(d)
Deputy sheriffs under KRS 70.045 and 70.263(3);

(e)
Officers appointed under KRS 61.360;

(f)
Officers appointed under KRS 61.902, except those who are school security officers employed by local boards of education;

(g)
Private security officers;

(h)
Employees of a correctional services division created pursuant to KRS 67A.028 and employees of a metropolitan correctional services department created pursuant to KRS 67B.010 to 67B.080; and

(i)
Investigators employed by the Office of Charitable Gaming in accordance with KRS 238.510.

(5)
The following officers shall be exempted from the certification requirements but may upon their request be certified by the council:

(a)
Sheriffs;

(b)
Coroners;

(c)
Constables;

(d)
Jailers;

(e)
Kentucky Horse Racing Authority security officers employed under KRS 230.240; and

(f)
Commissioner of the State Police.

(6)
Federal peace officers cannot be certified under KRS 15.380 to 15.404.

Section 48.   KRS 154A.430 is amended to read as follows:

If a lottery retailer's rental payments for the business premises are contractually computed, in whole or in part, on the basis of a percentage of retail sales, and such computation of retail sales is not explicitly defined to include sales of lottery tickets in a state-operated lottery, the compensation received by the lottery retailer from the lottery shall be considered the amount of the retail sale for purposes of computing the rental payment.

Section 49.   KRS 154A.440 is amended to read as follows:

(1)
No person shall sell a lottery ticket at a price other than that established by the corporation, unless authorized in writing by the president. No person other than a duly certified lottery retailer shall sell lottery tickets, except that nothing in this chapter shall be construed to prevent a person who may lawfully purchase tickets from making a gift of lottery tickets to another. Nothing in this chapter shall be construed to prohibit the corporation from designating certain of its agents and employees to sell lottery tickets directly to the public.

(2)
Lottery tickets may be given by merchants as a means of promoting goods or services to customers or prospective customers subject to approval by the corporation.

(3)
No lottery retailer shall sell a lottery ticket away from the locations listed in his contract.

Section 50.   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 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 in the controversy in which the judgment shall have been rendered.
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