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PURPOSE/MECHANICS

HB 601 establishes KRS Chapter 230A, authorizing casino gambling at seven Kentucky horse racing tracks. It renames the Kentucky Lottery Corporation the Kentucky Gaming and Lottery Corporation, and sets forth its powers and duties related to gaming in Kentucky. The bill creates a Casino Gaming Advisory Committee, and sets out the committee's members, terms, and purpose. It requires the corporation to take all actions necessary to facilitate casino gaming at the earliest feasible time, and sets out the requirements for gaming license applications.

HB 601 sets out provisions for receiving a gaming license, including the requirements that casino gaming facilities be located only at racetracks owned or operated by eligible associations. It sets out the provisions for receiving, denial, revocation, or non-renewal of a gaming license. 

HB 601 prohibits persons under twenty-one from wagering or collecting winnings, being employed, entering, or loitering in a casino gaming facility. It creates the Kentucky Equine Breed Authority and provides for the authority's membership, terms, duties, and responsibilities. It provides for distribution of adjusted gaming receipts, and establishes a problem gambling trust fund account. It creates a Problem Gambling Fund Committee, and sets out the committee's members, terms, and purpose.

HB 601 sets out penalties for violations of the provisions of the Act. It establishes a new section of KRS Chapter 100 allowing casino gaming facilities to be deemed a permissible accessory use for a racetrack without further approval from planning and zoning units. It amends KRS 137.190 to provide that the payment by a gaming operator to the State Treasurer under Sections 29 and 30 is in lieu of all other license, excise, special, or franchise taxes, and prohibits any political subdivision from levying taxes on a gaming facility.

HB 601 provides for severability of its provisions. It provides for the Act to be null and void in the event the General Assembly fails to enact or the voters fail to approve an amendment to Section 226 of the Kentucky Constitution allowing casino gaming. It provides for an effective date of January 1, 2007 in the event the amendment is approved. 

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 601 on local governments would be significant. If enacted, the first full year of impact would be FY 2008-2009. Based on gaming industry data and U.S. census and economic data, it is estimated that the adjusted gross receipts for the first full year (FY 2008-2009) of operations would be $825 million, resulting in revenues of $289 million from a 35 percent wagering tax, payable to the State Treasurer, and allocated for a variety of purposes. Based on an allocation of approximately 22 1/2 percent of the funds paid to the State Treasurer, as provided in Section 30 of the bill, local governments would receive an estimated $65 million annually.

The bill provides enabling legislation that has broad effects and implications for the state. The measure will have direct impacts on seven jurisdictions in the state and indirect positive fiscal impacts on other jurisdictions. The bill authorizes legalized casino gambling at the racetracks listed in the following table. For provisions of the bill to take effect, the voters of the Commonwealth must approve a separate Constitutional amendment permitting the General Assembly to authorize the operation of casinos.

Racetracks Affected by HB 601

Track
County 
 City

Churchill Downs
Jefferson*
Louisville

Ellis Park
Henderson
Henderson

Keeneland/Red Mile
Lexington**
Fayette

Kentucky Downs
Franklin
Simpson

Players Bluegrass Downs
Paducah
McCracken

Thunder Ridge
Prestonburg
Floyd

Turfway Park
Florence
Boone

*Consolidated City/County Government



**Urban County Government



Projected Revenues to Local Government from HB 601

Revenue projections for local governments are based solely on expected receipts generated from granting seven separate licenses to operate casino gaming; no other impacts are considered in describing the impact on local governments. Additionally, the gaming revenue estimates assume that each casino gaming licensee will expend significant capital cost to develop a first-class gaming experience, which will establish the facility as a regional gaming location. It is estimated that once a Constitutional amendment is passed, that it will take between 12 and 18 months before a facility will be completed and fully operational. 

Other factors which could influence state revenue projections, but not considered in developing the estimates, include the impact on individual income taxes resulting from job gains or losses, the impact on lottery revenues as one form of gambling is substituted for another, and the effect on sales tax receipts as the spending patterns of Kentucky residents change and as casino patrons from other states purchase taxable goods and services while visiting the Commonwealth.

The following table details the estimated $65 million expected to be generated for local governments based on the percentages allocated in Section 30 of the bill. Local governments may also benefit indirectly by other allocations to state government programs and services.

Casino Gaming Tax Revenue Estimates to Cities and Counties

Local Government (12.5%)
Estimated $ 

Counties (6.25%)


with Casino Facility1
$3,000,000

without Casino Facility2
$15,000,000

Cities (6.25%)3
$18,000,000

Economic Development Programs in Counties without Casino Facility (10%)
$29,000,000

1) 15 percent goes directly to counties with a casino facility, 35 percent shared equally with all counties



2) 50 percent distributed  in proportion to decennial census population, 35 percent shared equally with all counties



3) 100 percent proportion by decennial census population


Other Potential Local Government Impacts
Section 38 provides that casino gaming facilities are deemed a permissible accessory use to a racetrack without further approval from local planning and zoning units. 

Section 42 amends KRS 137.190 to provide that the payment of 35% of the adjusted gaming receipts by a gaming operator to the State Treasurer under Sections 29 and 30 be in lieu of all other license, excise, special, or franchise taxes paid to any county or city. This section prohibits any local political subdivision from levying a tax on anyone conducting a gaming facility. 

Section 37 establishes criminal penalties related to aspects of a casino operation. A person could be charged with a Class D Felony if that person attempts to influence the results of casino gaming, uses or assists in the use of devices to obtain an advantage at playing casino games, or knowingly provides false information to the Corporation and Racing Authority. A person could be charged with a Class B misdemeanor if they knowingly allow a person under 21 to enter a casino. A gaming operator could be charged with a Class B misdemeanor if the operator knowingly operates a casino without authorization from the Corporation, operates a casino after the license has expired, or possesses a casino gaming device that is in violation of this chapter. It appears that some of the offenses will be investigated at the local level. Local government is responsible for the cost of incarcerating a person who commit a Class B misdemeanor and for persons charged with a felony from the period of arrest to final sentencing. It costs approximately $31.68 per day to incarcerate prisoners in a county jail.

Additional benefits and costs for local governments would likely occur with the advent of casino-type gambling. Economic benefits will occur if there is net new employment that increases the occupational license tax base, or net new investments in real and personal property that increases the property tax base. In addition, hotel tax receipts likely will increase in affected communities. The net new employment could come from private construction in connection with casinos, and jobs created at casinos. There also could be certain "spin-offs," such as the creation of other entertainment, hospitality, and leisure businesses and facilities.

There are costs associated with compulsive gambling that may increase with casino gaming availability. LRC Research Report No. 316, Compulsive Gambling in Kentucky (November 2003), reported that a statewide survey showed 55% of adult Kentuckians engage in some form of gambling, and an estimated 12.3% had some problem with gambling in the year before the survey was taken. In general, the costs associated with compulsive gambling relate to employment loss, reliance on welfare, unpaid debt, theft, including embezzlement and fraud, criminal and civil actions, additional police and security wages, and treatment programs. However, the bill earmarks .45% (estimated to be $1,000,000 annually) for the treatment of compulsive gamblers through the Problem Gambling Fund established in Section 53 of the bill.

Additional costs typically arise from a need to provide expanded or added transportation and other types of infrastructure, such as utilities, possible extra law enforcement to assure public safety, and additional fire stations or fire equipment.
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