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AN ACT relating to gaming and making an appropriation therefor.

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

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

The General Assembly hereby finds and declares that:
(1)
The operation of casino gaming as described in this chapter will generate substantial new revenue for state government so that state government can better serve the needs of the citizens of this state;

(2)
The tourism industry provides significant benefits to the citizens of Kentucky through the provision of jobs, the creation of private enterprise, and the generation of tax revenues;

(3)
States that surround Kentucky have successfully integrated gaming into comprehensive strategies for promoting tourism and economic development;

(4)
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;

(5)
The public needs to be protected from the proliferation of gaming;

(6)
The public needs to be protected from gaming that is not conducted with honesty and integrity;

(7)
The horse racing industry currently operates in limited areas of the Commonwealth where pari-mutuel wagering has been accepted, and the operation of additional gaming options exclusively at racetracks would not conflict with established community moral standards;

(8)
The racing industry and the Kentucky Gaming and Lottery Corporation have extensive experience and expertise in the management of gaming activities;

(9)
Gaming at resort destinations such as riverboat casinos and horse racing tracks in several of the states surrounding Kentucky has increased state and local revenue to Kentucky's sister states, created jobs, improved public infrastructure, generated construction, and encouraged the creation of related private enterprises such as hotels, restaurants, and places of entertainment;

(10)
Kentucky can achieve results comparable to those achieved by its sister states by authorizing and strictly regulating casinos and casino gaming;

(11)
This chapter is intended to authorize and responsibly control the conduct of these activities;

(12)
This chapter establishes that the Kentucky Gaming and Lottery Corporation will oversee the operation of casino gaming in an efficient and effective manner; and

(13)
In authorizing casino gaming as described in this chapter, it is the purpose and intent of the General Assembly to:

(a)
Restrict the location of casino gaming to the state's racetracks; and

(b)
Provide for greater integrity, consistency, economy, and efficiency by requiring that casino gaming be under the supervision of the Kentucky Gaming and Lottery Corporation.

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

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

(1)
“Adjusted gaming receipts” means the total of all cash, property, and checks, whether collected or not, received by a gaming operator from casino gaming, minus the total of:
(a)
All cash properly paid out to players; and
(b)
Uncollectible gaming receivables, not to exceed four percent (4%) of the total of all cash, property, and checks, whether collected or not, received by a gaming operator from casino gaming, minus the total of all cash paid out as winnings to players;
(2)
"Affiliate" means a person who directly or indirectly controls, is controlled by, or is under common control with, a specified person;
(3)
"Associate" means:

(a)
An officer in a corporation or organization, other than the eligible association or a subordinate entity of the eligible association;

(b)
Ownership of ten percent (10%) or more of any class of ownership interest in a corporation or organization, other than the eligible association or a subordinate entity of the eligible association;

(c)
A trustee or fiduciary of, or a person having a substantial beneficial interest in, any trust or other estate;

(d)
A spouse of an associate; or

(e)
A relative of an associate, or a relative of an associate's spouse, who lives with an associate;
(4)
"Associated equipment" means any hardware located at a casino gaming facility that is connected to a casino gaming device for the purpose of performing communication, validation, or other functions, but does not mean casino gaming devices or the telecommunications facilities of a public utility;
(5)
“Board” means the board of directors of the corporation;
(6)
“Breed Authority” means the Kentucky Equine Breed Authority established under this chapter;
(7)
(a)
"Casino game" means:
1.
All games utilizing playing cards;
2.
Keno;
3.
Line-up;
4.
Blackjack;
5.
All dice games;
6.
Roulette;
7.
Slot machines;
8.
Video lottery terminals;
9.
Electronic games; and
10.
Any other game authorized by the corporation.
(b)
"Casino game" does not mean:
1.
Wagers on sporting events by any system or method of wagering other than wagering on horse races permitted under KRS Chapter 230; or
2.
Sports book, sports pools, or other similar sports wagering arrangements;
(8)
"Casino gaming” or “gaming” means dealing, operating, carrying on, conducting, maintaining, or exposing for play any casino game authorized under this chapter;
(9)
"Casino gaming device" means an electronic, mechanical or other device sold, leased, or transferred to a gaming operator and used for the purpose of playing casino games. A casino gaming device may:
(a)
Dispense coins, currency, vouchers, tokens, or redemption tickets directly to winning players;
(b)
Use an electronic credit system or stored value card technology making the deposit of coins, currency, vouchers, or tokens unnecessary;
(c)
Have the multifunctional ability to conduct both electronic games and pari-mutuel wagering on horse racing; or

(d)
Use a combination of methods in paragraphs (a) through (c) of this subsection; but shall not accept a credit card or debit card from a player for:
1.
The exchange or purchase of game credits;
2.
An advance of coins, currency, vouchers, tokens, or redemption tickets to be used by a player to play an electronic game; or
3.
An extension of credit to a player to enable the player to play an electronic game;
(10)
“Casino gaming facility” means a facility providing casino games that is operated and provided by a gaming operator at a racetrack. A casino gaming facility may be a separate, enclosed building or structure, or may be a designated area within a building or structure;
(11)
"Control" means:
(a)
Having direct or indirect power, or being an associate or affiliate having direct or indirect power, to direct or cause the direction of the management and policies of an eligible association, whether by ownership of a financial interest in, or contract with, the eligible association or otherwise;
(b)
Having direct or indirect beneficial ownership, or being an associate or affiliate having direct or indirect beneficial ownership, to vote or direct the voting of twenty percent (20%) or more of the votes entitled to be cast by an eligible association's owners; or
(c)
Having direct or indirect beneficial ownership, or being an associate or affiliate having direct or beneficial ownership, of twenty percent (20%) or more of the ownership interests in an eligible association;
(12)
“Corporation” means the Kentucky Gaming and Lottery Corporation established under KRS Chapter 154A;
(13)
"Electronic game" means an electronic or mechanical device that simulates the play of one or more games of chance by using spinning reels or video displays, or both, on a casino gaming device, and that:
(a)
Is used through a player's insertion of coins, currency, vouchers, tokens, or entry of electronic credits into the device, which insertion or entry causes game play credits to be displayed on the device and entitles the player to chose one (1) or more symbols or numbers, or causes the device to randomly select symbols or numbers;

(b)
Allows a player to win electronic credits, coins, currency, vouchers, or tokens based on:

1.
Machine-generated random selection of combinations based wholly or predominately on chance; or

2.
The player's selection of replacement or additional symbols or numbers after the game is initiated through:

a.
A signal to the player, prior to selection, of which symbols or numbers should be retained by the player to present the best chance, based on probabilities, of a winning combination; or

b.
A signal to the player, prior to selection, of whether selection of additional randomly selected symbols or numbers would present the best chance, based on probabilities, of a winning combination;
(c)
Allows a player at any time to clear all game play credits and receive coins, currency, or a redemption ticket equal to the value of the game play credits cleared from the casino gaming device; and

(d)
May be commonly known as "slot machines" and "video poker machines";
(14)
(a)
"Eligible association" means a person licensed by the Racing Authority to hold or conduct a horse race meeting for any stake, purse, or reward in the Commonwealth of Kentucky under KRS 230.300.

(b)
"Eligible association" does not mean:
1.
Any person licensed to hold or conduct races solely under KRS 230.361(4) or KRS 230.398; or
2.
Any person that changes, after January 1, 2006, the breed of horse raced in the majority of its live racing days in 2005;
(15)
"Floor attendant" means a person licensed by the corporation to operate or conduct casino games. "Floor attendant" includes:
(a)
Dealers, croupiers, pit bosses, and other persons who perform similar tasks;

(b)
Persons who correct paper jams and bill jams in casino gaming devices; and

(c)
Persons who provide courtesy services for casino gaming players;
(16)
"Gaming device distributor" or “distributor” means a person licensed by the corporation to engage in the business of buying, selling, leasing, servicing, or repairing casino gaming devices and casino gaming device's associated equipment and parts;
(17)
"Gaming device manufacturer" or "manufacturer" means any person
(a)
Licensed by the corporation to engage in the business of designing, building, constructing, assembling, manufacturing, servicing, or repairing:

1.
Casino gaming devices and associated equipment and parts;

2.
Electronic computer components of casino gaming devices;

3.
The random number generator of casino gaming devices;

4.
The cabinet in which the casino gaming device is housed; or

5.
Equipment associated with casino gaming devices; and 

(b)
Whose product is intended for use by gaming operators or for the sale, lease, or other transfer to a casino gaming facility;

(18)
"Gaming employee" means a person who performs services for a gaming operator or a gaming operations manager in operating a casino gaming facility, and:

(a)
Includes floor attendants, service technicians, and validation managers; but

(b)
Does not include bartenders, cocktail waitresses, or other persons engaged exclusively in preparing or serving food or beverages;
(19)
"Gaming license" means authorization granted by the corporation to an eligible association to operate a casino gaming facility at a racetrack in accordance with the provisions of this chapter;
(20)
"Gaming operator" or “operator” means an eligible association that holds a gaming license;
(21)
"Gaming operations manager" means a person licensed by the corporation to manage a casino gaming facility for a gaming operator;
(22)
“Licensee” means a person licensed under the provisions of this chapter;
(23)
“Person” means an individual, a general partnership, a limited liability partnership, a registered limited liability partnership, a limited partnership, a domestic or foreign limited liability company, a trust, an estate, an association, a corporation, or any other legal entity;
(24)
“President” means the president of the corporation;
(25)
"Progressive game" means any game whose jackpot grows and accumulates as it is being played;
(26)
"Racetrack" means a facility:

(a)
Owned or operated by a person licensed by the Racing Authority as of January 1, 2006 to hold or conduct a horse race meeting under KRS 230.300 for any stake, purse, or reward in the Commonwealth of Kentucky; and
(b)
That is located:

1.
In the same county as a racing facility described in paragraph (a) of this subsection, and is part of the same place, track, or enclosure as that racing facility; or

2.
In the same county as the racing facility described in paragraph (a) of this subsection, but is not part of the same place, track, or enclosure as that racing facility, that, after January 1, 2006:

a.
Is approved by the Racing Authority;
b.
Is approved by a resolution of the governing body of the local government in which the facility is located; and
c.
Is approved in writing by the other racetrack in the county if the racing facility is located in a county in which there is more than one racetrack.


The term "racetrack" does not include any simulcast facility as defined in KRS 230.210(10);
(27)
"Racing Authority" means the Kentucky Horse Racing Authority established under KRS Chapter 230;
(28)
"Security personnel" means a person licensed by the corporation to maintain the security and integrity of casino gaming facilities authorized under this chapter;
(29)
"Service technician" means a person licensed by the corporation to perform service, maintenance, and repair work on casino gaming devices in Kentucky;
(30)
"Simulcast facility" means any facility approved under KRS 230.380 to simulcast racing and conduct pari-mutuel wagering;
(31)
"Validation manager" means a person licensed by the corporation to perform casino gaming device redemption services; and
(32)
“Wager” means a sum of money or representation of value that is risked on an occurrence for which the outcome is uncertain.

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

(1)
There is created the Casino Gaming Advisory Committee attached for administrative purposes only to the corporation. The committee shall be composed of eight (8) members as follows:

(a)
Four (4) members appointed by the corporation; and

(b)
Four (4) members appointed by the Racing Authority.
(2)
The members of the committee shall serve for terms of one (1) year and until their successors are appointed. The members shall be eligible for successive terms on the committee.

(3)
The committee shall annually elect a member to serve as its chair and shall meet at least quarterly on a date set by the committee. Committee members shall be reimbursed for reasonable and necessary expenses incurred in serving on the committee.
(4)
The committee may adopt rules governing the conduct of its meetings, the creation of meeting agendas, and other procedural matters it deems necessary.

(5)
The committee shall provide guidance and coordination to the corporation and the Racing Authority in connection with the implementation of casino gaming under this chapter.
SECTION 4.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

Nothing in this chapter shall be deemed to limit, restrict, or diminish the powers or jurisdiction of the Racing Authority. In the event of a disagreement between the corporation and the Racing Authority with regard to their respective duties or responsibilities in carrying out the purposes of this chapter, the disagreement shall be resolved by the Governor or his designee in a manner consistent with the provisions of this chapter.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation shall implement and regulate the operation of casino gaming by eligible associations at racetracks in Kentucky under the provisions of this chapter.

(2)
The corporation shall ensure that all applicable laws relating to casino gaming are administered for the protection of the public in accordance with the provisions of this chapter.

(3)
The powers and duties of the corporation under this chapter shall include:

(a)
Issuing, revoking, renewing, transferring, or suspending any license provided for under this chapter;
(b)
Entering into contracts with other persons to carry out the powers, duties, and responsibilities of the corporation under this chapter;
(c)
Employing necessary personnel to carry out the corporation's duties and responsibilities under this chapter;
(d)
Establishing and maintaining a general office for the transaction of business, and in its discretion, establishing a branch office or offices;
(e)
Conducting criminal background investigations on all applicants for a gaming license under this chapter as provided in KRS 154A.650 with reimbursement to the Kentucky State Police for the actual costs of any investigative assistance provided;
(f)
Issuing subpoenas and compelling the attendance of witnesses and the production of documents, records, papers, books, supplies, devices, and equipment and all other instrumentalities relating to casino gaming at any place within this state;
(g)
Administering oaths, and requiring testimony under oath;

(h)
Paying transportation and other expenses of witnesses as it may deem reasonable and proper;

(i)
Maintaining files and records as the corporation may deem desirable;

(j)
Appointing hearing examiners under KRS Chapter 13B who may administer oaths and receive evidence and testimony under oath;

(k)
Accepting and considering applications for, issuing, renewing, revoking, transferring, and suspending any license authorized by this chapter;
(l)
Initiating enforcement proceedings against any gaming operators, gaming employees, or other persons involved in casino gaming to enforce the provisions of this chapter and any administrative regulations promulgated by the corporation under this chapter; and
(m)
Performing such other duties and exercising such other powers as are either expressly or by reasonable implication authorized by this chapter to achieve the primary purpose of providing effective and honest licensing and regulation of casino gaming.
(4)
The powers of the corporation under this chapter shall be strictly construed.

(5)
The corporation shall not:
(a)
Regulate or otherwise affect activities or operations licensed and conducted pursuant to KRS Chapter 230;
(b)
Advertise or promote casino gaming, or contract for the advertising or promotion of casino gaming;
(c)
Regulate or otherwise affect a gaming operator’s advertising or marketing of casino gaming, except as provided in subsection (7) of Section 9 of this Act;
(d)
Regulate or otherwise affect a gaming operator’s business decisions with regard to the operation of a casino gaming facility except as provided by this chapter;
(e)
Regulate or otherwise affect a gaming operator’s operation or management of a casino gaming facility except as provided by this chapter; or
(f)
Promulgate administrative regulations concerning matters that are the responsibility of the gaming operator pursuant to Section 20 of this Act.
SECTION 6.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

The corporation shall:
(1)
Submit written quarterly reports to the Governor and the Legislative Research Commission by January 1, April 1, July 1, and October 1 of each year beginning April 1, 2007. The corporation shall submit a written annual report to the Governor and the Legislative Research Commission by July 1 of each year beginning July 1, 2007. The reports shall include the progress of implementing the operation of casino gaming and the corporation's expenses relating to casino gaming;
(2)
Perform a continuing study of the casino gaming industry in the United States, and make periodic reports to the Governor and the Legislative Research Commission concerning needed revisions in the laws of the Commonwealth that provide for the licensing and regulation of casino gaming; and
(3)
Maintain a file of all applications for licenses under this chapter, together with a record of all action taken with respect to those applications. The files and records shall be open to public inspection under KRS 61.872 to 61.884.
SECTION 7.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

To enforce the provisions of this chapter, the corporation may:
(1)
Inspect and examine all casino gaming facilities or premises where casino gaming devices or associated equipment are manufactured, sold, or distributed;
(2)
Inspect and test all casino gaming devices, associated equipment, and equipment and supplies in or around casino gaming facilities;
(3)
Summarily seize, remove, and impound any equipment, supplies, documents, or records related to casino gaming for the purpose of examination and inspection;
(4)
Demand access to, inspect, examine, photocopy, and audit all papers, books, and records relating to the adjusted gaming receipts produced by a casino gaming facility of:

(a)
Any applicant for a license issued under this chapter;

(b)
Gaming operators; or

(c)
Affiliates of a gaming operator who the corporation knows or reasonably suspects is involved in the financing, operation, or management of the casino gaming activities of the gaming operator;
(5)
Require verification of adjusted gaming receipts; and

(6)
Investigate, for the purpose of prosecution, any suspected regulatory or criminal violation of the provisions of this chapter. 

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

For the purpose of the administration and enforcement of the provisions of this chapter, employees or agents of the corporation whose duties include enforcement or investigation of suspected violations of statutes or administrative regulations shall have the powers of a peace officer of this Commonwealth.
SECTION 9.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

The corporation shall promulgate administrative regulations pursuant to the provisions of KRS Chapter 13A necessary to the administration of this chapter and the enforcement of its provisions by April 1, 2007. The administrative regulations shall provide for all matters necessary for the secure and fair operation of casino gaming facilities consistent with the provisions of this chapter, including:
(1)
Application and licensing procedures for gaming operators, gaming operations managers, gaming device distributors, gaming employees, gaming device manufacturers, and security personnel to ensure the suitability of those permitted to own, lease, operate, work in, do business with, and invest in casino gaming facilities;
(2)
Application fees and annual fees for licensing which shall not exceed ten thousand dollars ($10,000) per application for gaming operators and gaming device manufacturers, one hundred dollars ($100) per application for gaming operations managers, one hundred dollars ($100) per application for gaming device distributors, and twenty dollars ($20) per application for all others;
(3)
Inspection of casino gaming facilities and inspection and testing of casino gaming devices and associated equipment;
(4)
Reporting requirements for gaming operators, security personnel, gaming operations managers, gaming employees, casino gaming device manufacturers and distributors, and others as necessary to ensure secure operation of casino gaming facilities and the verification of adjusted gaming receipts, both required and as actually distributed;
(5)
Examination of all accounts, bank accounts, financial statements, and records of any gaming operator relating to the operation of casino gaming;

(6)
Procedures and requirements for temporary licenses issued under this chapter; and

(7)
Prohibitions against advertising targeted to promote illegal, underage, or compulsive gambling.
SECTION 10.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
Application for any license under this chapter shall be made to the corporation on forms furnished by the corporation. All applications shall be submitted and in accordance with procedures adopted by administrative regulations procedures under the provisions of this chapter and KRS Chapter 13A.
(2)
Not later than sixty (60) days after the effective date of this Act, the corporation shall take all actions necessary to furnish application forms to applicants, and to cause the corporation and its staff to be prepared to receive, process, and act upon these applications.
(3)
The corporation shall take such actions as are necessary and appropriate to facilitate the initiation of casino gaming in the Commonwealth at the earliest feasible time by granting temporary licenses for casino gaming facilities, gaming employees, and security personnel consistent with the promotion of public confidence in the honesty and integrity of all persons participating in casino gaming in the Commonwealth.
SECTION 11.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The application for a gaming license shall include:
(a)
The name of the proposed licensee;
(b)
The location of the proposed casino gaming facility;
(c)
A list of the proposed casino games to be offered;
(d)
A copy of the applicant's application and license to conduct horse racing under KRS Chapter 230. The application and license shall be confidential to the same extent as provided for under KRS Chapter 230;
(e)
Information and details concerning the applicant's criminal record, if any, business activities, financial affairs, and business associates. This information shall cover at least a ten (10) year period immediately preceding the date of filing the gaming license application; and

(f)
Such other information and details as the corporation may reasonably require by administrative regulation.
(2)
The corporation shall furnish all supplemental forms that an applicant is required to complete and file with an application.
(3)
The application for all other licenses authorized by the chapter shall contain such information and details as the corporation may require by administrative regulation.
SECTION 12.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation shall investigate the qualifications of each applicant for the issuance, renewal, transfer, or reinstatement of any license under this chapter.
(2)
No license shall be granted or renewed under this chapter unless the corporation determines that the applicant satisfies all of the following qualifications:
(a)
The applicant shall be a person of good character and integrity; and
(b)
The applicant shall be a person whose background, including criminal record, reputation, and associations, does not pose a threat to the security and integrity of casino gaming or to the public interest of the Commonwealth.

(3)
All applicants for initial licenses issued by the corporation shall furnish fingerprint cards to be used by the corporation, the corporation's division of security, the Kentucky State Police, or the Federal Bureau of Investigation in obtaining a state and national criminal history records check. Fingerprint cards shall be furnished by all persons required to be named in the license application and shall be accompanied by a signed authorization for release of information by the Kentucky State Police and the Federal Bureau of Investigation. Costs associated with fingerprinting shall be paid by the applicant or individual required to be fingerprinted.

(4)
No applicant shall be granted a license under this chapter who:
(a)
Has been convicted of any crime constituting a felony related to fraud, theft, perjury, robbery, forgery, bribery, or identity theft, unless at least ten (10) years have passed since satisfactory completion of the sentence or probation imposed by the court for each conviction;
(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; or
(c)
Has made a statement of material fact to the corporation, knowing the statement to be false, unless at least ten (10) years have passed since the statement was made.
(5)
The corporation may grant a waiver of the requirements of subsection (4) of this section only with respect to occupational licenses in accordance with administrative regulations promulgated by the corporation.
(6)
No gaming license shall be granted or renewed under this chapter unless the corporation has determined that the applicant satisfies the following additional requirements:
(a)
The applicant shall be an eligible association holding a valid license under KRS Chapter 230;
(b)
The applicant shall demonstrate the business ability and experience necessary to establish, operate, and maintain the business for which the application is made. Ability and experience may be demonstrated through an applicant's gaming operations manager;
(c)
The applicant shall disclose all financing or refinancing arrangements for the purchase, lease, or other acquisition of  the casino gaming facility and any casino gaming devices and associated equipment; and
(d)
The applicant shall file a copy of any current or proposed agreement between the applicant and any manufacturer for the sale, lease, or other transfer of any casino gaming devices or associated equipment to the applicant's racetrack.
(7)
No applicant shall be granted a license under this chapter unless the corporation determines that each person who has control of the applicant, and each officer, director, or their equivalent, of the applicant meets all qualifications of subsection (4) of this section.
(8)
An applicant shall furnish all information, including financial data and documents, certifications, consents, waivers, individual history forms, and other materials necessary for the purpose of determining qualifications for a license, as required by administrative regulations promulgated under this chapter and KRS Chapter 13A. No license shall be granted to an applicant who fails to provide the required information and documentation.

(9)
The burden of proving qualification for any license shall be on the applicant.
(10)
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 license shall be sworn to or affirmed before an officer qualified to administer oaths.
(11)
An applicant for any license under this chapter who knowingly fails to reveal any fact material to qualification or who knowingly submits false or misleading material information shall be ineligible for the license.
(12)
Two (2) or more eligible associations that own or operate racetracks in the same county may enter an agreement to operate a joint casino gaming facility at a racetrack owned or operated by either or both eligible associations, and may apply for and be granted a joint license under this chapter. The agreement shall be filed with the application for license.
(13)
Upon a determination by the corporation that an applicant meets the criteria established in this chapter, the corporation shall issue the requested license.
(14)
The corporation shall revoke the license of any person who is convicted of any of the crimes referenced in subsection (4) of this section.
SECTION 13.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

The provisions of KRS 61.872 to 61.884 shall apply to all information obtained by the corporation in connection with an application for any license under this chapter unless the information is designated as confidential, or is generally recognized as confidential or proprietary.
SECTION 14.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
Each gaming license issued by the corporation to an eligible association shall be subject to the following qualifications and limitations:
(a)
Casino gaming facilities shall be located only at a racetrack owned or operated by an eligible association; and
(b)
Eligible associations and gaming operators shall run at least as many live races for the same breed as the eligible association or gaming operator ran in calendar year 2005, unless otherwise agreed by:

1.
The Kentucky Division of the Horsemen’s Benevolent and Protective Association and the Kentucky Thoroughbred Owners and Breeders Association, Inc., or their successors, for thoroughbred racing; or

2.
The Kentucky Harness Horsemen’s Association, or its successor, for standardbred racing.

(2)
An eligible association or gaming operator shall be considered to meet the requirements of paragraph (b) of subsection (1) of this section if the eligible association or gaming operator is prevented from running a live race or races:
(a)
By reason of flood, fire, inclement weather, other natural disaster, or emergency;
(b)
Because the eligible association or gaming operator has been denied an application in whole or in part by the Racing Authority; or
(c)
For other reasons beyond the control of the eligible association or gaming operator.

(3)
If racing days for an eligible association or gaming operator are reduced by agreement under paragraph (b) of subsection (1) of this section, those racing days so reduced may be awarded by the Racing Authority to another eligible association in order to ensure that there will be no net reduction of racing days in the Commonwealth.
(4)
A gaming license shall be valid for a period of ten (10) years, unless revoked prior to its expiration by the corporation. A gaming operator shall be required to file applications for renewal of a gaming license as required by the corporation by administrative regulation.
(5)
An application for a gaming license may be denied, revoked, or not renewed if:
(a)
The applicant or gaming operator does not meet the requirements for a gaming license;
(b)
The applicant or gaming operator committed fraud in the application process for a gaming license;
(c)
The applicant or gaming operator made a material misrepresentation of fact on an application;
(d)
The applicant’s or gaming operator’s license to conduct a horse race meeting under KRS Chapter 230 has been revoked, denied, or not renewed;
(e)
The gaming operator does not remit the adjusted gaming receipts in accordance with Sections 29 to 34 of this Act;
(f)
The gaming operator tampered with a casino game or casino gaming device 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 at playing any casino game; or
(g)
The gaming operator engaged in an activity that is a substantial and material violation of a provision of this chapter or an administrative regulation promulgated under this chapter, the nature of which would render the gaming operator unsuitable to continue to operate as a gaming operator.
(6)
If an eligible association owns or operates more than one (1) racetrack, the eligible association may apply and be issued a gaming license for a casino gaming facility at each of the racetracks it owns or operates.

SECTION 15.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The holder of a gaming license may transfer the license with the prior approval of the corporation. The corporation shall promulgate administrative regulations to establish the criteria and procedures governing the transfer of licenses.
(2)
A change of control of a gaming operator in any twelve (12) month period shall be deemed a transfer and shall require compliance with subsection (1) of this section.
SECTION 16.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

License periods and renewal requirements governing licenses other than gaming licenses shall be governed by administrative regulations promulgated by the corporation pursuant to KRS Chapter 13A.
SECTION 17.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation may investigate a gaming operator or other licensee at any time the corporation determines an investigation is necessary to ensure that the gaming operator or other licensee is in compliance with this chapter. If the corporation determines that the gaming operator or other licensee has violated any provisions of this chapter, the corporation may:
(a)
Institute proceedings for injunctive relief against the gaming operator or other licensee. Proceedings shall be filed:

1.
Against the gaming operator in the Circuit Court of the county in which the gaming operator’s place of business is located, or in the county in which the alleged violation occurred;

2.
Against a licensee in the Circuit Court of the county in which the licensee is located, or in the county in which the alleged violation occurred;
(b)
Refer the matter for criminal prosecution. For gaming operators, referral shall be made to the Attorney General or the Commonwealth's attorney in the county in which the gaming operator’s place of business is located. For other licensees, referral shall be made to the Attorney General or the Commonwealth's attorney in the county:

1.
In which the licensee is located if the licensee is an individual; or

2.
In which the alleged violation occurred;
(c)
Institute administrative proceedings to revoke, suspend, limit or condition a license, or impose a fine not to exceed ten thousand dollars ($10,000); or

(d)
Take any combination of actions described in paragraphs (a) through (c) of this subsection.
(2)
The corporation shall initiate administrative proceedings against a gaming operator or other licensee by filing its complaint with the gaming operator or other licensee. The complaint shall be a written statement of charges specifying the statutes and administrative regulations that the gaming operator or other licensee is alleged to have violated, and the facts upon which the corporation based its determination.
(3)
The gaming operator or other licensee shall serve his or her answer on the corporation within twenty (20) days after the service of the complaint, and may request an administrative hearing.
(4)
Administrative hearings shall be conducted in accordance with KRS Chapter 13B.

(5)
Service under this section shall be performed in the manner provided for service of process and notices in civil actions.
(6)
Any person making a false statement under oath in any matter before the corporation or its hearing officer shall be guilty of perjury under KRS Chapter 523.
SECTION 18.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation may, consistent with the provisions of this section and KRS 13B.125, issue an emergency order:

(a)
For suspending, limiting, or conditioning of a license;

(b)
Requiring a casino gaming facility or gaming operator to keep any individual licensee from the casino gaming facility; or

(c)
Prohibiting the payment to a licensee of any remuneration for services or any profits, income, or accruals on his or her investment in the casino gaming facility.

(2)
An emergency order may only be issued to stop, prevent, or avoid an immediate danger to the public health, safety, or welfare. A danger to public welfare shall include the belief by the corporation that a licensee or its employee:
(a)
Willfully failed to report, pay, or truthfully account for, any fee imposed by the provisions of this chapter;

(b)
Willfully attempted in any manner to evade or defeat any such fee or payment thereof; or
(c)
Cheated at any casino game.
(3)
The emergency order may suspend, limit, condition, or take other action in relation to the license of one or more persons in an operation without affecting other individual licensees or the casino gaming facility.

SECTION 19.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
Any person aggrieved by a decision of the corporation may appeal the decision to the Franklin Circuit Court or to the Circuit Court of the county in which such person is located.
(2)
The Circuit Court may reverse the decision of the corporation only in the event the decision is found to be:
(a)
More likely than not incorrect;
(b)
Arbitrary and capricious;
(c)
Procured by fraud; or
(d)
A result of misconduct by the president, the board, or a member of the corporation.
(3)
The imposition of any limitation, condition, suspension, revocation, or fine by the corporation shall not take effect until the completion of all administrative and judicial reviews, or until the time for seeking such review has elapsed.
SECTION 20.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
Each gaming operator shall:

(a)
Construct, prepare, modify, repair, and maintain the casino gaming facility, and any necessary capital improvements;
(b)
Select, install, and maintain the casino gaming devices and associated equipment operated by the gaming operator, including any necessary capital improvements;
(c)
Secure the casino gaming devices and associated equipment operated by the gaming operator;
(d)
Hire adequate personnel to ensure compliance with the provisions of this chapter relating to the operation of the casino gaming facility, including sufficient security personnel to protect, secure, and monitor access to the casino gaming facility;
(e)
Promptly report all casino gaming device malfunctions to the gaming device manufacturer, gaming device distributor, and the corporation;

(f)
Notify the corporation of the failure of a gaming device manufacturer or service technician to provide prompt service and repair of malfunctioning casino gaming devices and associated equipment;
(g)
Train all gaming employees to recognize and report suspected pathological gamers. The training shall include information concerning the nature and symptoms of pathological gaming behavior, the causes and known risks of such behavior, and the methods of assisting patrons in obtaining information about pathological gaming and available options for seeking assistance for such behavior. Nothing in this paragraph shall require a licensee, the corporation, the Racing Authority, or their employees or agents to identify persons with pathological gaming behavior. The Commonwealth, the corporation, the Racing Authority, and their licensees, agents, or employees, shall not be liable to any person as a result of any act or omission relating, directly or indirectly, to the provisions in this paragraph, to any related administrative regulations, or to any other responsible gaming programs required by or on behalf of the Commonwealth, the corporation, the Racing Authority, or their licensees, agents, or employees;
(h)
Adopt procedures for distributing or posting within the casino gaming facility information that promotes public awareness about underage or problem gaming and provides information on available services and resources to address these issues;
(i)
Remit adjusted gaming receipts to the State Treasurer or others in accordance with Sections 29 through 34 of this Act;
(j)
Determine the frequency, content, and medium for all advertising and marketing of casino gaming; and
(k)
Operate casino gaming in conformity with the provisions of this chapter and all related administrative regulations.
(2)
Each gaming operator shall submit the following information to the corporation by October 1 of each year:
(a)
The number of each of the different types of casino games the gaming operator is licensed to provide;
(b)
The dates and hours during which the casino gaming facility is available for play. The casino gaming facility may be open even when a racetrack is not conducting pari-mutuel wagering on races;
(c)
The mix of games available for play on casino gaming devices, including progressive games;
(d)
The use of coins, currency, tokens, vouchers, stored value cards, electronic credits, or scrip in all of the casino gaming devices;
(e)
The location and movement of each of the different types of casino games the gaming operator is licensed to provide at the casino gaming facility;
(f)
A list of all employees of the casino gaming facility;
(g)
The minimum and maximum betting amounts available in the gaming facility, by casino game; and
(h)
The payout of all casino gaming devices based upon a suitable range as determined by the gaming operator, with a minimum of eighty percent (80%) and a maximum of ninety-seven percent (97%).
(3)
Each gaming operator shall provide to the corporation and to the Racing Authority access to all records of the gaming operator and of the casino gaming facility for the purpose of monitoring or inspecting the gaming operator’s activities and the casino gaming devices and associated equipment. Records shall be maintained by the gaming operator for five (5) years.
SECTION 21.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
Each gaming operator shall file with the corporation a report of each proposed change of control. The corporation shall have thirty (30) days from the filing date to approve or disapprove the proposed change of control based on the requirements contained in subsection (4) of Section 12 of this Act. If the corporation approves the proposed change of control, the gaming operator may proceed with the proposed change of control. If the corporation disapproves the proposed change of control, the gaming operator shall not make the proposed change of control.
(2)
Each gaming operator shall file with the corporation a copy of its federal income tax return within thirty (30) days after the return is filed with the Internal Revenue Service. The corporation shall keep the tax return confidential.
(3)
Each gaming operator shall adopt an internal control system that shall include provisions for:
(a)
Safeguarding the assets and revenues of the casino gaming facility, including the recording of all cash and evidences of indebtedness;

(b)
Maintaining reliable accounts and records of transactions, operations, and events relating to casino games operated at the casino gaming facility;
(c)
Maintaining accurate and reliable financial records relating to the operation of casino games;
(d)
Performing transactions relating to the operation of casino games only in accordance with proper authorization;
(e)
Adequately recording transactions relating to the operation of casino games to permit proper reporting of adjusted gaming receipts and of fees and taxes, and to maintain accountability for assets;
(f)
Permitting access to assets relating to the operation of casino games only in accordance with proper authorization;
(g)
Comparing recorded accountability for assets relating to the operation of casino games with actual assets at reasonable intervals, with appropriate action taken with respect to any discrepancies; and
(h)
Appropriately segregating functions, duties, and responsibilities relating to the operation of casino games in accordance with sound practices by competent, qualified personnel.
(4)
At the close of each gaming operator's fiscal year, an independent, certified public accountant who meets the qualifications to do business within the Commonwealth of Kentucky shall perform an audit of the gaming operator's books and records relating to the operation of casino games. The audit shall be conducted in accordance with generally accepted auditing standards, shall be paid for by the gaming operator, and shall be completed within one hundred and twenty (120) days after the close of the fiscal year. A copy of the audit report shall be submitted by the gaming operator to the corporation and the Racing Authority within ten (10) days after receipt of the report by the gaming operator. The audit shall be confidential.
(5)
A former gaming operator shall furnish, on demand from the corporation, the corporation's employees or agents, all books, papers, and records necessary to conduct the audit required in subsection (4) of this section. A former gaming operator shall maintain the books, papers, and records necessary to conduct required audits for a period of three (3) years after the date of the surrender or revocation of his or her gaming license or any final court action relating to gaming operations, whichever is later.
(6)
All gaming operators shall:
(a)
Promptly report to the corporation any known facts or circumstances related to the operation of casino gaming devices that constitute a known violation of state or federal law;
(b)
Conduct all casino gaming and operate casino gaming facilities in a manner that does not adversely affect the security and integrity of casino games; and
(c)
Maintain all records required by the corporation and the Racing Authority.
SECTION 22.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
Casino gaming devices may be purchased, leased, or otherwise acquired only by a gaming operator and shall be obtained only from gaming device manufacturers or gaming device distributors licensed by the corporation.
(2)
A gaming operator may incorporate multifunction casino gaming devices and associated equipment that are able to conduct both electronic games and pari-mutuel wagering on horse racing.
(3)
Gaming operators shall provide the corporation with a copy of the specifications and technical and operation manuals for each type of casino gaming device operated at a gaming facility.
(4)
If a gaming operator operates a casino gaming device that has the multifunctional ability to conduct both electronic games and pari-mutuel wagering on horse racing, the provisions of this section do not exempt the gaming operator from the requirements of KRS 230.361.
SECTION 23.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
No individual shall be employed by a gaming operator as a gaming employee, gaming operations manager, or security personnel unless the individual holds a valid license issued by the corporation under this chapter.

(2)
A gaming employee, gaming operations manager, or security personnel may also be licensed by the Racing Authority under KRS Chapter 230.

(3)
The corporation and the Racing Authority may create a licensing procedure for a single license issued to the gaming operator that would license all employees employed by a gaming operator. If a single license procedure is adopted, nothing in this subsection shall be construed to provide the corporation with authority over activities licensed pursuant to KRS Chapter 230, or to provide the Racing Authority with authority over activities licensed pursuant to this chapter.
(4)
The corporation may promulgate administrative regulations under KRS Chapter 13A governing the licensure of any person who furnishes services or property to a gaming operator under an arrangement where the person to be licensed receives payments based on earnings, profits, or receipts from casino games. The corporation may require the person to comply with the requirements of this chapter. If the corporation determines that the person is unsuitable, it may provide for the revocation of the person's license without liability on the part of the affected gaming operator, its agents, or its employees.
SECTION 24.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
All gaming device manufacturers and distributors shall:
(a)
Promptly report to the corporation any known facts or circumstances related to the operation of casino gaming devices that constitute a known violation of state or federal law;
(b)
Conduct all activities in a manner that does not adversely affect the security and integrity of casino games;
(c)
Maintain all records required by the corporation and the Racing Authority; 
(d)
Manufacture casino gaming devices and associated equipment for placement in the Commonwealth in accordance with the requirements specified in administrative regulations promulgated by the corporation;
(e)
Manufacture casino gaming devices and associated equipment to ensure timely delivery to gaming operators;
(f)
Maintain and provide an inventory of spare parts to assure the timely repair and continuous operation of casino gaming devices placed and intended for placement in the Commonwealth;
(g)
Provide technical assistance and training in the service and repair of casino gaming devices and associated equipment to gaming operators and service technicians to ensure the continued, authorized operation of casino gaming devices; and
(h)
Obtain certification of compliance under the applicable regulations of the Federal Communications Commission for all casino gaming devices placed in the Commonwealth.

(2)
A gaming device manufacturer or distributor shall not sell, lease, or otherwise transfer any casino gaming device in this state unless the manufacturer or distributor holds a valid license issued by the corporation in accordance with this chapter.

(3)
A gaming device manufacturer may contract directly for the sale, lease, or other transfer of any casino gaming device to a gaming operator without holding a separate license as a gaming device distributor.
(4)
All gaming operations managers shall:
(a)
Maintain all skills necessary for the management of a casino gaming facility;
(b)
Attend all meetings, seminars, and training sessions mandated by the corporation involving management of a casino gaming facility; and
(c)
Promptly notify the gaming operator and the corporation of any known violations of this chapter.
(5)
All service technicians shall:
(a)
Maintain all skills necessary for the timely repair and service of casino gaming devices and associated equipment to ensure the continued authorized operation of casino gaming devices;
(b)
Attend all meetings, seminars, and training sessions mandated by the corporation involving the repair and maintenance of casino gaming devices and associated equipment; and
(c)
Promptly notify the corporation of any electronic or mechanical casino gaming device malfunctions.
(6)
All validation managers shall:
(a)
Maintain all skills necessary for the accurate validation and handling of coins at processing stations;
(b)
Attend all meetings, seminars, and training sessions mandated by the corporation involving the validation and redemption of casino gaming device winnings; and
(c)
Supervise the handling of coins at processing stations.
(7)
All floor attendants shall:
(a)
Maintain all skills necessary for the conduct and operation of non-electronic casino games;
(b)
Attend all meetings, seminars, and training sessions mandated by the corporation involving the conduct or operations of non-electronic casino games;
(c)
Provide change and assistance to persons playing electronic games at a casino gaming facility; and
(d)
Open casino gaming device access doors to clear bill jams.
(8)
All security personnel shall:
(a)
Maintain all skills necessary to ensure the security and integrity of the casino gaming facility;
(b)
Attend all meetings, seminars, and training sessions mandated by the corporation involving the security and integrity of casino gaming facilities; and
(c)
Promptly notify the corporation of any security violations.
SECTION 25.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

The job classifications, job duties, wage rates, and benefits of nonsupervisory positions directly related to casino gaming may be established by a collective bargaining agreement or by the gaming operator.
SECTION 26.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
No person younger than twenty-one (21) years of age shall:
(a)
Play, be allowed to play, place wagers, or collect winnings, whether personally or through an agent, at a casino gaming facility licensed under this chapter;
(b)
Be employed as a gaming employee, security personnel, or gaming operations manager; or
(c)
Enter or loiter in a casino gaming facility.
(2)
Gaming operators shall take affirmative steps to ensure that persons younger than twenty-one (21) years of age shall not have access to casino gaming facilities.
SECTION 27.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The General Assembly, in accordance with and in compliance with the provisions of Section 2 of the Act of Congress codified at 15 U.S.C. secs. 1171 to 1177, hereby declares and proclaims that Section 2 of that Act of Congress shall not apply to any casino gaming device in the Commonwealth when the transportation of the device is specifically authorized by and done in compliance with the provisions of this chapter, any other applicable statute of the Commonwealth, and any administrative regulations adopted pursuant thereto, and that any such device shall be exempt from the provisions of that Act of Congress.
(2)
All shipments of casino gaming devices to a casino gaming facility, a gaming operator, or a gaming operations manager in Kentucky, the registering, recording, and labeling of which have been duly made by the manufacturer, supplier, or dealer in accordance with 15 U.S.C. secs. 1173 to 1174, shall be deemed legal shipments in the Commonwealth.
SECTION 28.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The Kentucky Equine Breed Authority is created as an independent agency of state government to:
(a)
Promote and improve horse activities in Kentucky other than for the thoroughbred and standardbred breeds; and

(b)
Promote and improve horse breeds in Kentucky other than the thoroughbred and standardbred breeds.


The Breed Authority shall be attached to the Commerce Cabinet for administrative purposes.
(2)
The Breed Authority shall consist of the following members:
(a)
The secretary of the Environmental and Public Protection Cabinet, or the secretary's designee;

(b)
The secretary of the Commerce Cabinet, or the secretary's designee;

(c)
The secretary of the Economic Development Cabinet, of the secretary's designee;
(d)
A member representing the quarter horse breed;
(e)
A member representing the Tennessee walking horse breed;
(f)
A member representing the painted horse and appaloosa breeds;
(g)
A member representing the saddlebred horse breed;
(h)
A member representing other breeds of horses found in Kentucky, including rocky mountain, miniature, Arabian, anglo- and half-Arabian, paso fino, and any other breed recognized by the Breed Authority;
(i)
A member representing the Kentucky Equine Education Project, or its successor; and
(j)
A member representing the Kentucky Association of Counties.
(3)
The members of the Breed Authority listed in paragraphs (a) through (c) of subsection (2) of this section shall serve as nonvoting, ex officio members. The members of the Breed Authority listed in paragraphs (d) through (h) of subsection (2) of this section shall be appointed by the Governor from a list of three (3) nominees submitted by the designated group or groups to be represented by that member. The members of the Breed Authority listed in subsections (i) and (j) of subsection (2) of this section shall be selected by the group represented by that member.
(4)
For initial Breed Authority appointments by the Governor, two (2) shall be appointed for a term of three (3) years, two (2) shall be appointed for a term of two (2) years, and one (1) shall be appointed for a term of one (1) year, at the Governor's discretion. Thereafter, members appointed by the Governor shall be appointed for a term of three (3) years, or until their successors are appointed and duly qualified. Members selected by their representative group shall serve a term of three (3) years, or until their successors are elected and duly qualified. Members appointed or selected to fill an unexpired vacancy shall be appointed or selected for the remainder of the unexpired term.
(5)
The members of the Breed Authority shall elect one (1) appointed or selected member to serve as its chairperson, who shall serve at the pleasure of the Breed Authority. The members of the Breed Authority shall further elect a second appointed or selected member to serve as vice-chair with authority to act in the absence of the chairperson. 
(6)
Members of the Breed Authority shall receive fifty dollars ($50) per day for each meeting attended and shall be reimbursed for all actual and reasonable expenses paid or incurred in the discharge of the authority's official business. Before entering upon the discharge of their duties, all members of the Breed Authority shall take an oath of office to uphold the law and fulfill their duties under this chapter.
(7)
The Breed Authority shall establish and maintain a general office for the transaction of its business and may establish a branch office or offices. The Breed Authority may hold meetings at any of the authority's offices or at any other place in its discretion, based upon the convenience of its members, staff, those it regulates, or the general public. A majority of the Breed Authority members shall constitute a quorum for the transaction of the authority's business or exercise of any of its powers.
(8)
The Breed Authority shall be responsible for the allocation and use of funds allocated and paid to it pursuant to Section 33 of this Act, consistent with the provisions of that section.
(9)
The Breed Authority shall develop and implement applications for use of the funds described in Section 33 of this Act, the criteria for the approval of the applications, and the timing and method by which the funds are paid and distributed.
(10)
The Breed Authority may issue revenue bonds under KRS 58.010 to 58.140 to defray, in whole or in part, the cost of acquiring lands, constructing improvements and facilities, and equipping improvements and facilities.
(11)
The Breed Authority shall promulgate administrative regulations pursuant to KRS Chapter 13A to carry out the provisions and purposes of this chapter.
SECTION 29.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
The adjusted gaming receipts of each gaming operator shall be allocated as follows:
(a)
Thirty-five percent (35%) of the adjusted gaming receipts shall be paid to the State Treasurer, to be allocated and paid in accordance with Section 30 of this Act;
(b)
Fourteen and sixty-five hundredths percent (14.65%) of the adjusted gaming receipts shall be allocated and distributed for the enhancement and furtherance of thoroughbred, standardbred, and quarter horse equine interests in accordance with Sections 31 and 32 of this Act;
(c)
One percent (1%) of the adjusted gaming receipts shall be paid to the Breed Authority for the enhancement and furtherance of equine interests for horse breeds in Kentucky other than the thoroughbred or standardbred breeds in accordance with Section 33 of this Act; and
(d)
Forty-nine and thirty-five hundredths percent (49.35%) of the adjusted gaming receipts shall be retained by the gaming operator, to be allocated and paid as set forth in Section 34 of this Act.
(2)
On or before the third business day of each week, each gaming operator shall pay, allocate, and distribute the adjusted gaming receipts in accordance with the provisions of this chapter, and shall provide a written statement to the State Treasurer, the corporation, and the Racing Authority, certified by an officer of the gaming operator, accounting for the payment, allocation, and distribution of the adjusted gaming receipts.
(3)
For the purposes of this section, if any eligible associations are jointly licensed to operate a casino gaming facility pursuant to this chapter, each of the associations jointly licensed shall be treated as an individual gaming operator having adjusted gaming receipts equal to the total adjusted gaming receipts for the jointly licensed facility divided by the number of associations jointly licensed to operate the facility. The jointly licensed casino gaming facility may file a single statement for the joint facility in compliance with subsection (2) of this section, provided that the payments applicable to each association are reflected separately in the statement.

SECTION 30.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

The funds paid by gaming operators to the State Treasurer pursuant to paragraph (a) of subsection (1) of Section 29 of this Act shall be allocated as follows:

(1)
One-half of one percent (0.5%), not to exceed two million dollars ($2,000,000), shall be allocated to the corporation for the actual and reasonable administrative costs and expenses of the corporation including but not limited to administrative expenses and payroll and other employment costs attributable to the regulation of casino gaming by the corporation.
(2)
The remainder of the funds paid to the State Treasurer that is not allocated in subsection (1) of this section shall be appropriated as follows:
(a)
Forty percent (40%) for new or enhanced expenditures for education, seventy-five percent (75%) of which shall be allocated for early childhood development, and elementary and secondary education, and twenty-five percent (25%) of which shall be allocated for post-secondary education and scholarships;
(b)
Twenty percent (20%) for health care for indigent citizens, senior citizens, uninsured children, veterans, teachers, and other state employees;
(c)
Twelve and one-half percent (12.5%) for the benefit of local governments as follows: 
1.
Fifty percent (50%) of the funds for local governments shall be allocated to counties, urban-county governments, charter county governments, and consolidated local governments as follows:
a.
Fifteen percent (15%) shall be allocated to counties, urban-county governments, charter county governments, and consolidated local governments in which casino gaming facilities are located in proportion to the amount of adjusted gaming receipts generated within each of the counties, urban-county governments, charter county governments, and consolidated local governments 
b.
Thirty-five percent (35%) shall be allocated to all counties, urban-county governments, charter county governments, and consolidated local governments in equal shares;

c.
Fifty percent (50%) shall be allocated to counties, urban-county governments, charter county governments, and consolidated local governments other than those in which casino gaming facilities are located in proportion to population as determined by the most recent decennial census; and
2.
Fifty percent (50%) of the funds for local governments shall be allocated to each incorporated city, urban-county government, and consolidated local government in proportion to population as determined by the most recent decennial census;
(d)
Ten percent (10%) for economic development programs in counties, urban-county governments, charter county governments, and consolidated local governments other than those in which casino gaming facilities are located;
(e)
Ten percent (10%) to be allocated equally between enhanced expenditures for fish and wildlife, enhanced expenditures for environmental protection, and payment to the Purchase of Agricultural Conservation Easement Corporation established by KRS 262.906;
(f)
Three and one-half percent (3.5%) for the budget reserve trust fund account established by KRS 48.705 until the fund account equals five percent (5%) of general fund annual revenues. If the fund account equals the five percent (5%) level of the budget reserve trust fund, the funds under this paragraph shall be allocated for basic state services including public transportation and corrections;
(g)
One percent (1%) for new or enhanced expenditures for agricultural and livestock research and development;

(h)
One percent (1%) for veterans programs;
(i)
One and fifty-five hundredths percent (1.55%) for new or enhanced expenditures to combat drug and alcohol addiction, and for community-based treatment programs for drug, alcohol, and gambling addiction; and
(j)
Forty-five one-hundredths of one percent (0.45%) to the problem gambling fund established in Section 35 of this Act.
SECTION 31.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

Pursuant to paragraph (b) of subsection (1) of Section 29 of this Act, each gaming operator that conducts thoroughbred racing shall pay fourteen and sixty-five hundredths percent (14.65%) of the gaming operator's adjusted gaming receipts as follows:
(1)
Funds equalling the percentage of the total amount of all pari-mutuel wagers in the preceding calendar year, including wagers on both live and simulcast events, that were wagered on quarter horse racing, including wagers on both live and simulcast events, shall be payed into a subaccount of the purse fund of the gaming operator to be used exclusively to supplement purse money paid at quarter horse race meetings; and
(2)
The remainder of the funds allocated under paragraph (b) of subsection (1) of Section 29 of this Act that are not paid by the gaming operator as provided in subsection (1) of this section shall be paid as follows:
(a)
Eighty-one and thirty-three one hundredths percent (81.33%) of such funds shall be paid for the increase of purses and purse supplements for thoroughbred races as follows:
1.
Fifty percent (50%) shall be retained by the gaming operator and distributed in accordance with the provisions of subsection (3) of this section; and
2.
Fifty percent (50%) shall be paid by the gaming operator to each eligible association, including the gaming operator, that conducted a live thoroughbred race meeting at any time during the immediately preceding calendar year, in an amount equal to the ratio of the total association purses paid by the eligible association in the immediately preceding calendar year, less any portion paid from funds received under this subparagraph and subparagraph 1. of this paragraph, divided by the total association purses paid in the immediately preceding calendar year by all eligible associations conducting thoroughbred race meetings in the immediately preceding calendar year, less any portion of these purses paid from funds received under this subparagraph and subparagraph 1. of this paragraph. Notwithstanding the foregoing, eligible associations that are parties to an agreement entered into pursuant to subsection (12) of Section 12 of this Act may agree to allocate among themselves amounts received by them under this paragraph.
(b)
Eighteen percent (18%) shall be paid by the gaming operator to the Kentucky Thoroughbred Breeders Incentive Fund established by KRS 230.800;
(c)
Sixty-seven one hundredths percent (0.67%) shall be paid by the gaming operator as follows:
1.
An amount that equals the percentage of the total amount of all pari-mutuel wagers, including wagers on both live and simulcast events, in the immediately preceding calendar year that were wagered on quarter horse racing, including wagers on both live and simulcast events, to the Kentucky Affiliate of the American Quarter Horse Association, or its successor; and

2.
The remainder of the funds after the distribution as provided in subparagraph 1. of this paragraph shall be further distributed as follows:

a.
Fifty percent (50%) to the Kentucky Division of the Horsemen's Benevolent and Protective Association, or its successor, and

b.
Fifty percent (50%) to the Kentucky Thoroughbred Owners and Breeders Association, or its successor.
(3)
The funds to be retained and distributed and used for the increase of purses and purse supplements pursuant to subparagraph 1. of paragraph (a) of subsection (2) of this section shall be used as follows:
(a)
A percentage of the funds as determined by the Racing Authority after the advice and assistance of the Kentucky Thoroughbred Development Fund Advisory Committee established pursuant to KRS 230.400, not less than ten percent (10%) but not to exceed forty percent (40%), shall be paid as Kentucky thoroughbred development fund purse supplements at race meetings conducted by the gaming operator;
(b)
A percentage of the funds as determined by the Racing Authority after the advice and assistance of the Kentucky Thoroughbred Development Fund Advisory Committee established pursuant to KRS 230.400, not less than ten percent (10%) but not to exceed twenty percent (20%), shall be paid as Kentucky thoroughbred claiming fund purse supplements at race meetings conducted by the gaming operator; and
(c)
The remaining funds shall be allocated to and used as purse money paid at race meetings conducted by the gaming operator.

SECTION 32.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

Pursuant to paragraph (b) of subsection (1) of Section 29 of this Act, each gaming operator that conducts standardbred racing shall pay fourteen and sixty-five hundredths percent (14.65%) of the gaming operator's adjusted gaming receipts as follows:
(1)
Funds equalling the percentage of the total amount of all pari-mutuel wagers in the preceding calendar year, including wagers on both live and simulcast events, that were wagered on quarter horse racing, including wagers on both live and simulcast events, shall be payed into a subaccount of the purse fund of the gaming operator to be used exclusively to supplement purse money paid at quarter horse race meetings; and
(2)
The remainder of the funds allocated under paragraph (b) of subsection (1) of Section 29 of this Act that are not paid by the gaming operator as provided in subsection (1) of this section shall be paid by the gaming operator as follows:
(a)
Seventeen and one-half percent (17.5%) to the Kentucky Standardbred Breeders Incentive Fund established by KRS 230.802;
(b)
Two and one-half percent (2.5%) to a subaccount of the purse fund of the gaming operator to be used to supplement standardbred races designated for horse racing at county fair programs in Kentucky;
(c)
Sixty-seven one hundredths percent (0.67%) to the horsemen's groups representing the horsemen of the gaming operator's racetrack, as follows:
1.
To the Kentucky Affiliate of the American Quarter Horse Association, or its successor, an amount that equals the percentage of the total amount of all pari-mutuel wagers, including wagers on both live and simulcast events, handled by the gaming operator in the immediately preceding calendar year that were wagered on quarter horse racing, including wagers on both live and simulcast events; and 
2.
To the Kentucky Harness Horsemen's Association, or its successor, the remainder of the funds after the distribution as provided in subparagraph 1. of this paragraph; and
(d)
The gaming operator shall place the remaining funds in the gaming operator's purse fund to be used exclusively to supplement purse money paid at race meetings conducted by the gaming operator. However, unless otherwise provided in an agreement entered into pursuant to subsection (12) of Section 12 of this Act, if the funds to be applied to purses exceed an average of one hundred thousand dollars ($100,000) per day of live racing, then the gaming operator shall, subject to the approval and agreement of the Kentucky Harness Horsemen's Association:
1.
Apply to the Racing Authority for additional live racing dates for the following year;
2.
Assign a portion of these funds to another eligible association that was licensed by the Racing Authority to conduct standardbred racing prior to January 1, 2006, and is conducting casino gaming, to support the purse fund of that eligible association;
3.
Increase the funds to supplement purse money above one hundred thousand dollars ($100,000) per day; or
4.
Any combination of subparagraphs 1. through 3.
SECTION 33.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

Funds paid by gaming operators to the Breed Authority pursuant to paragraph (c) of subsection (1) of Section 29 of this Act shall be used and distributed as follows:
(1)
Sixty percent (60%) shall be used by the Breed Authority for equine programs and projects related to equine education, capital construction and improvement of equine facilities, maintenance of existing and new equine facilities, economic development relating to the equine industry, and for costs and expenses related to the administration of the Breed Authority. Funds used for costs and expenses related to the administration of the Breed Authority shall not exceed six percent (6%) of the funds allocated pursuant to this paragraph in any fiscal year; and
(2)
Forty percent (40%) shall be used by the Breed Authority for the support of programs related to specific breeds of horses in Kentucky as follows:
(a)
Funds allocated and distributed pursuant to this subsection shall be distributed by the Breed Authority to recognized horse breed associations of registered horses in Kentucky to support the promotion and development of those breeds in Kentucky;
(b)
The distribution of funds to horse breed associations pursuant to this subsection shall be made by the Breed Authority on a pro rata basis based on the number of registered horses of each breed located in Kentucky. The Breed Authority shall have final authority for certifying the number of registered horses of each breed in Kentucky for the purposes of the division and allocation of funds pursuant to this subsection;
(c)
Funds distributed to horse associations pursuant to this subsection may be used for the following purposes:
1.
Racing enhancement for breeds that race;
2.
Show and performance enhancement for breeds that show or perform;
3..
Equine education and promotions;
4.
Furtherance of recreational riding;
5.
Breeder development; and
6.
Program administration; and
(d)
Funds distributed to horse associations pursuant to this subsection shall only be distributed by the Breed Authority through an application and approval process to be established by the Breed Authority by administrative regulations.
SECTION 34.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

Funds retained by each gaming operator pursuant to paragraph (d) of subsection (1) of Section 29 of this Act shall be used and distributed as follows:
(1)
An amount equal to one-half of one percent (0.5%) of the funds retained by gaming operators shall be spent by the gaming operator for capital improvements to its backside racing facilities under the following conditions:
(a)
Unless waived by the horseman’s group or groups representing the primary racing breed at the racetrack in question, each gaming operator shall provide, within a reasonable distance of the racetrack, at least as many stalls as the gaming operator maintained at its backside racing facilities as of January 1, 2006;
(b)
On or before February 1 of each year, the gaming operator shall provide a written statement to the Racing Authority, certified by an officer of the gaming operator, providing an accounting of the funds expended under this section. The Racing Authority may promulgate administrative regulations concerning the expenditure of those funds, including any carryover to future periods, and may take into account any failure to comply with this subsection in any licensing determination made by the Racing Authority; and
(c)
As used in this subsection, "capital improvement" means any addition, replacement, or remodeling of a structural unit of the backside of a racetrack, as defined in KRS 230.218, including but not limited to the construction of barns used for the racetrack backstretch facilities for horsemen, paddock facilities, the installation of permanent new heating or air conditioning, and installations of a permanent nature forming a part of the backside of the track.
(2)
All funds described in this section that are not allocated or distributed as provided in subsection (1) of this section shall be applied first to the operating expenses incurred by the gaming operator, including but not limited to costs of payroll, equipment purchase or lease, supplies, advertising, promotions and marketing, training of employees, uniforms, utilities, insurance, depreciation, and other reasonable expenses of operating casino gaming, and second to any other of the gaming operator’s and eligible association’s lawful expenditures, distributions, or uses.
SECTION 35.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
A problem gambling trust fund account is hereby created in the general fund, pursuant to KRS 45.305. The problem gambling trust fund account shall be funded through appropriations made pursuant to paragraph (j) of subsection (2) of Section 30 of this Act, and all interest earned on investments made from moneys deposited in this fund. 

(2)
Moneys in the account shall be administered and distributed by the Problem Gambling Fund Committee in accordance with Section 36 of this Act.
SECTION 36.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
There is created a Problem Gambling Fund Committee, which shall be attached to the corporation for administrative purposes.
(2)
The membership of the committee shall consist of four (4) members, two (2) of whom shall be appointed by the Kentucky Council on Problem Gambling, or its successor, and two of whom shall be appointed by the corporation.

(3)
The committee shall distribute the funds available in the problem gambling fund trust account to fund the development and operation of problem gambling education, prevention, and treatment programs. The committee shall allocate funds as they are generated so that, after an appropriate needs assessment, all available funds are allocated on a current basis.

(4)
The committee shall vote to determine a chairperson to serve as head of the committee.

(5)
The committee shall meet on a quarterly basis, or at the call of the chair in the event additional meetings become necessary.

(6)
The committee shall promulgate administrative regulations under KRS Chapter 13A setting out the procedures and methods by which the committee will allocate the funds pursuant to this section.

SECTION 37.   A NEW SECTION OF KRS CHAPTER 230A IS CREATED TO READ AS FOLLOWS:

(1)
Any person who influences or attempts to influence the results of casino gaming through the use of coercion, fraud, deception, or tampering with casino games, a casino gaming device, or associated equipment shall be guilty of a Class D felony.
(2)
Any person who knowingly provides false or intentionally misleading information to the corporation or the Racing Authority in connection with an application for any license relating to casino gaming pursuant to this chapter 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.
(3)
Any person who knowingly allows a person under twenty-one (21) years of age to enter a casino gaming facility shall, for the first offense, be guilty of a violation, and for each subsequent offense, shall be guilty of a Class B misdemeanor. In any prosecution for a violation of the provisions of this subsection, it shall be a defense that the person charged under this subsection had a reasonable and good faith basis to believe that the person was at least twenty-one (21) years of age.
(4)
Any person who uses or assists another in the use of an electronic, electrical, or mechanical device that is designed, constructed, or programmed specifically for use in obtaining an advantage at playing any casino game shall be guilty of a Class D felony.
(5)
Any gaming operator who knowingly operates, carries on, or exposes for play casino gaming without authority of the corporation shall be guilty of a violation for the first offense and, for each subsequent offense, shall be guilty of a Class B misdemeanor.
(6)
Any person who operates, carries on, or exposes for play casino gaming after the person's license as a gaming operator has expired and prior to its actual renewal shall be guilty of a Class B misdemeanor.
(7)
Any gaming operator who possesses any casino gaming device that the gaming operator 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.
(8)
If an agent of the corporation, a gaming operator, a gaming operations manager, or any employee or agent of a gaming operator or gaming operations manager suspects a person of violating any provision of this chapter or any other criminal law of the Commonwealth at a casino gaming facility, the person suspected of these violations may be detained at the casino gaming facility by any such agent or employee until law enforcement officials arrive and take custody of the person, or may be ejected from the casino gaming facility by any such agent or employee.  The corporation, the Commonwealth of Kentucky, a gaming operator, a gaming operations manager, or their agents or employees, shall not be liable for any damages for any such detention or ejection or activity regardless of whether the person so detained or ejected in fact committed an offense. 
(9)
Nothing in this section shall limit or otherwise affect the common law right of the gaming operator to exclude any patrons for any reason not related to race, gender, ethnicity or physical ability.
SECTION 38.   A NEW SECTION OF KRS CHAPTER 100 IS CREATED TO READ AS FOLLOWS:

In those cities, counties, urban-county governments, charter county governments, or consolidated local governments that have engaged in planning operations pursuant to this chapter, casino gaming facilities developed for the activities contemplated by KRS Chapter 230A shall be deemed to be permissible accessory uses to racetracks without further approval from the applicable planning unit, regardless of whether the casino gaming facilities are specifically cited in the applicable zoning regulations. The casino gaming facilities shall also be deemed to be permitted uses in all zones in which the applicable zoning regulations allow racetracks, subject only to the permitting requirements and conditions upon which racetracks are allowed, whether or not the casino gaming facilities are specifically cited in the regulations.
Section 39.   KRS 6.611 is amended to read as follows:

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

(1)
"Adversarial proceeding" means a proceeding in which decisions are made based upon evidence presented as measured against established standards, with parties having the right to appeal the decision on the record to a court.

(2)
(a)
"Anything of value" includes the following:

1.
A pecuniary item, including money, or a bank bill or note;

2.
A promissory note, bill of exchange, order, draft, warrant, check, or bond given for the payment of money;

3.
A contract, agreement, promise, or other obligation for an advance, conveyance, forgiveness of indebtedness, deposit, distribution, loan, payment, gift, pledge, or transfer of money;

4.
A stock, bond, note, or other investment interest in an entity;

5.
A receipt given for the payment of money or other property;

6.
A right in action;

7.
A gift, tangible good, chattel, or an interest in a gift, tangible good, or chattel;

8.
A loan or forgiveness of indebtedness;

9.
A work of art, antique, or collectible;

10.
An automobile or other means of personal transportation;

11.
Real property or an interest in real property, including title to realty; a fee simple or partial interest, present or future, contingent or vested, within realty; a leasehold interest; or other beneficial interest in realty;

12.
A rebate or discount in the price of anything of value unless the rebate or discount is made in the ordinary course of business to a member of the public without regard to that person's status as a legislator;

13.
A promise or offer of employment; or

14.
Any other thing of value that is pecuniary or compensatory in value to a person, or the primary significance of which is economic gain.

(b)
"Anything of value" does not include:

1.
A campaign contribution properly received and reported, if reportable, as required under KRS Chapter 121;

2.
Compensation, food, beverages, entertainment, transportation, lodging, or other goods or services extended to a legislator by the legislator's private employer or by a person other than a legislative agent or employer;

3.
A usual and customary commercial loan made in the ordinary course of business, without regard to the recipient's status as a legislator, and by a person or institution authorized by law to engage in the business of making loans;

4.
A certificate, plaque, or commemorative token of less than one hundred fifty dollars ($150) value;

5.
Informational or promotional items;

6.
Educational items;

7.
Food and beverages consumed on the premises;

8.
The cost of attendance or participation, and of food and beverages consumed, at events:

a.
To which all members of the Kentucky Senate or the Kentucky House of Representatives, or both, are invited;

b.
To which all members of a joint committee or task force of the Kentucky Senate and the Kentucky House of Representatives are invited;

c.
To which a caucus of legislators approved as a caucus by the Legislative Research Commission is invited;

d.
Sponsored or coordinated by a state or local government entity, including a state institution of higher education, provided that the cost thereof is covered by the state or local government entity or state institution of higher education; or

e.
To which an individual legislator is invited and for which the legislator receives prior approval from a majority of the Legislative Research Commission. Costs of admittance or attendance, or the value of food or beverages consumed at these events shall not be considered anything of value. Transportation, lodging, and other ancillary expenses related to attendance or participation in these events shall be included in the definition of anything of value;

9.
Gifts from a person related by blood or marriage or a member of the legislator's household;

10.
A gift that:

a.
Is not used; and

b.
No later than thirty (30) days after receipt, is returned to the donor or delivered to a charitable organization and is not claimed as a charitable contribution for federal income tax purposes;

11.
The cost, paid, reimbursed, raised, or obtained by the Legislative Research Commission, for attendance or participation, and for food and beverages consumed at, and funds, goods, and services provided for conducting events sponsored or coordinated by multistate or national organizations of, or including, state governments, state legislatures, or state legislators if the attendance and expenditures by the legislator are approved in advance by the Legislative Research Commission;

12.
The cost of attendance or participation provided by the sponsoring entity, of lodging, and of food and beverages consumed, at events sponsored by or in conjunction with a civic, charitable, governmental, trade association, or community organization if the event is held within the Commonwealth of Kentucky;

13.
A gift or gifts from one member of the General Assembly to another member of the General Assembly;

14.
Anything for which the recipient pays or gives full value; or

15.
Any service spontaneously extended to a legislator in an emergency situation.

(3)
"Associated," if used with reference to an organization, includes an organization in which an individual or a member of the individual's family is a director, officer, fiduciary, trustee, agent, or partner, or owns or controls, in the aggregate, an interest of ten thousand dollars ($10,000) or more, or an interest of five percent (5%) or more of the outstanding equity;

(4)
"Business" means any corporation, partnership, sole proprietorship, firm, enterprise, franchise, association, organization, self-employed individual, holding company, joint stock company, receivership, trust, professional service corporation, or any legal entity through which business is conducted for profit;

(5)
"Business associate" includes the following:

(a)
A private employer;

(b)
A general or limited partnership, or a general or limited partner within the partnership;

(c)
A corporation that is family-owned or in which all shares of stock are closely held, and the shareholders, owners, and officers of such a corporation;

(d)
A corporation in which the legislator or other person subject to this code has an investment interest, owns, or has a beneficial interest in shares of stock which constitute more than:

1.
Five percent (5%) of the value of the corporation; or

2.
Ten thousand dollars ($10,000) at fair market value;

(e)
A corporation, business association, or other business entity in which the legislator or other person subject to this code serves as an agent or a compensated representative;

(6)
"Candidate" means an individual who seeks nomination or election to the General Assembly. An individual is a candidate when the individual:

(a)
Files a notification and declaration for nomination for office with the Secretary of State; or

(b)
Is nominated for office by his party under KRS 118.105, 118.115, 118.325, or 118.760;

(7)
"Charitable organization" means an organization described in 26 U.S.C. Sec. 170(c) as it currently exists or as it may be amended;

(8)
"Child" means the unemancipated minor daughter, son, stepdaughter, or stepson;

(9)
"Commission" means the Kentucky Legislative Ethics Commission;

(10)
(a)
"Compensation" means:

1.
An advance, salary, conveyance, forgiveness of indebtedness, deposit, distribution, loan, payment, gift, pledge, or transfer of money; or

2.
A contract, agreement, promise, or other obligation for an advance, conveyance, forgiveness of indebtedness, deposit, distribution, loan, payment, gift, pledge, or transfer of money for services rendered or to be rendered;

(b)
"Compensation" does not include reimbursement of expenses if:

1.
The reimbursement is equal to, or less than, the amount paid for the expenses;

2.
Expense records are itemized; and

3.
No portion of the reimbursed expense is used to give anything of value to a legislator, candidate, or the spouse of a legislator or candidate;

(11)
"Economic interest" means an interest distinct from that of the general public in a state purchase, sale, lease, contract, option, or other transaction or arrangement involving property or services in which a legislator may gain an economic benefit of fifty dollars ($50) or more;

(12)
"Employer" means any person who engages a legislative agent and in the case of a business other than a sole proprietorship or self-employed individual, it means the business entity, and not an individual officer, director, or employee thereof, except when an officer, director, or employee makes an expenditure for which he is reimbursed by the business entity;

(13)
"Engage" means to make any arrangement, and "engagement" means any arrangement, by which an individual is employed or retained for compensation to act for or on behalf of an employer to lobby;

(14)
"Ethical misconduct" means any violation of the Kentucky Code of Legislative Ethics;

(15)
(a)
"Expenditure" means any of the following that is made to, at the request of, for the benefit of, or on behalf of any member of the General Assembly, the Governor, the secretary of a cabinet listed in KRS 12.250, or any member of the staff of any of those officials:

1.
A payment, distribution, loan, advance, deposit, reimbursement, or gift of money, real estate, or anything of value, including, but not limited to, food and beverages, entertainment, lodging, transportation, or honoraria;

2.
A contract, promise, or agreement, to make an expenditure; or

3.
The purchase, sale, or gift of services or any other thing of value.

(b)
"Expenditure" does not include a contribution, gift, or grant to a foundation or other charitable organization that is exempt from federal income taxation under Section 501(c)(3) of the Internal Revenue Code. "Expenditure" does not include the purchase, sale, or gift of services or any other thing of value that is available to the general public on the same terms as it is available to the persons listed in this subsection;

(16)
"Family member" means a person:

(a)
Who is the spouse, parent, sibling, child, mother-in-law, father-in-law, son-in-law, daughter-in-law, grandparent, or grandchild of an individual; or

(b)
Who is a member of the individual's household, and is dependent upon the member;

(17)
"Filer" means an individual who is required to file a statement of financial interests pursuant to KRS 6.781;

(18)
(a)
"Financial transaction" means a transaction or activity that is conducted or undertaken for profit and arises from the joint ownership, ownership, or part ownership in common of any real or personal property or any commercial or business enterprise of whatever form or nature between the following:

1.
A legislative agent, his employer, or a member of the immediate family of the legislative agent or his employer; and

2.
Any member of the General Assembly, the Governor, the secretary of a cabinet listed in KRS 12.250, or any member of the staff of any of the officials listed in this subparagraph;

(b)
"Financial transaction" does not include any transaction or activity:

1.
Described in paragraph (a) of this subsection if it is available to the general public on the same or similar terms and conditions; or

2.
Made or let after public notice and competitive bidding or contracts that are available on similar terms to other members of the general public;

(19)
"Former legislator" means a person who previously held a position as a legislator and who no longer holds that position;

(20)
"Immediate family" means an unemancipated child residing in an individual's household, a spouse of an individual, or a person claimed by the individual's spouse as a dependent for tax purposes;

(21)
"Legislation" means bills, resolutions, amendments, nominations, and any other matter pending before the General Assembly or any of its interim committees, or the executive approval or veto of any bill acted upon by the General Assembly;

(22)
(a)
"Legislative agent" means any individual who is engaged:

1.
During at least a portion of his time to lobby as one (1) of his official responsibilities; or

2.
In lobbying activities as a legislative liaison of an association, coalition, or public interest entity formed for the purpose of promoting or otherwise influencing legislation.

(b)
"Legislative agent" does not include:

1.
Any person who limits his lobbying activities to appearing before public meetings of legislative committees, subcommittees, or task forces, or public hearings or meetings of public agencies;

2.
A private citizen who receives no compensation for lobbying and who expresses a personal opinion; or

3.
A public servant acting in his fiduciary capacity as a representative of his agency, college, university, or city, county, urban-county, or charter county government, except persons engaged by a de jure municipal corporation, such as the Kentucky Gaming and Lottery Corporation or the Kentucky Housing Corporation, institutions of higher education, or local governments, whose primary responsibility during sessions of the General Assembly is to lobby;

(23)
"Legislative interest" means a substantial economic interest, distinct from that of the general public, in one (1) or more legislative matters;

(24)
"Legislative matter" means any bill, resolution, nomination, or other issue or proposal pending before the General Assembly or any interim committee, committee, subcommittee, task force, or commission of the General Assembly;

(25)
"Legislator" means a member or member-elect of the General Assembly;

(26)
(a)
"Lobby" means to promote, advocate, or oppose the passage, modification, defeat, or executive approval or veto of any legislation by direct communication with any member of the General Assembly, the Governor, the secretary of any cabinet listed in KRS 12.250, or any member of the staff of any of the officials listed in this paragraph.

(b)
"Lobbying" does not include:

1.
Appearances before public meetings of the committees, subcommittees, task forces, and interim committees of the General Assembly;

2.
News, editorial, and advertising statements published in newspapers, journals, or magazines, or broadcast over radio or television;

3.
The gathering and furnishing of information and news by bona fide reporters, correspondents, or news bureaus to news media described in paragraph (b)2. of this subsection;

4.
Publications primarily designed for, and distributed to, members of bona fide associations or charitable or fraternal nonprofit corporations;

5.
Professional services in drafting bills or resolutions, preparing arguments on these bills or resolutions, or in advising clients and rendering opinions as to the construction and the effect of proposed or pending legislation, if the services are not otherwise connected with lobbying; or

6.
The action of any person not engaged by an employer who has a direct interest in legislation, if the person, acting under Section 1 of the Kentucky Constitution, assembles together with other persons for their common good, petitions any official listed in this subsection for the redress of grievances, or other proper purposes;

(27)
"Person" means an individual, proprietorship, firm, partnership, joint venture, joint stock company, syndicate, business, trust, estate, company, corporation, association, club, committee, organization, or group of persons acting in concert;

(28)
"Public servant" means an elected or appointed officer or employee of a federal or state agency; state institution of higher education; or a city, county, urban-county, or charter county government;

(29)
"State agency" means any department, office, commission, board, or authority within the executive department, and includes state-supported universities and colleges but does not include local boards of education; and

(30)
"Through others" means a scheme, artifice, or mechanism, the sole purpose of which is to accomplish by indirect means, using third parties, results which would be unlawful under this code if accomplished directly between a legislator or candidate and another person or entity.

Section 40.   KRS 45.750 is amended to read as follows:

(1)
As used in KRS 45.760 to 45.810:

(a)
"Committee" means the Capital Projects and Bond Oversight Committee.

(b)
"Capital construction item" means:

1.
The construction, reconstruction, acquisition, and structural maintenance of buildings;

2.
The installation of utility services, including roads and sewers;

3.
The acquisition or improvement of real property;

4.
The purchase and installation initially or during major renovation of equipment, facilities, and furnishings of a permanent nature for buildings;

5.
The acquisition of any building to be occupied by any:

a.
Subdivision of state government as defined in KRS 12.010 or enumerated in KRS 12.020;

b.
Municipal corporation which exercises its authority on a statewide basis including, but not limited to, the Kentucky Employees Retirement System, Teachers' Retirement System of the State of Kentucky, Kentucky Higher Education Student Loan Corporation, Kentucky Gaming and Lottery Corporation, Kentucky Housing Corporation, or any entity with a governing body whose membership is substantially similar to the membership of the governing body of a municipal corporation which exercises its authority on a statewide basis; and

c.
Institution of higher education.

(c)
"Lease" means any lease, lease-purchase, or lease with an option to purchase of any real property space occupied by:

1.
Any entity listed in paragraph (b)5. of this subsection;

2.
The legislative branch; or

3.
The judicial branch when leased from a private sector landlord.

(d)
"Equipment" means:

1.
Any major item of equipment, including aircraft;

2.
Any movable furnishing, appurtenance, or other equipment, necessary to make a building operable; and

3.
Equipment purchased or otherwise acquired, or equipment to be purchased or otherwise to be acquired, under a lease or lease-purchase contract or agreement or an arrangement equivalent to a lease or lease-purchase contract or agreement.

(e)
"Information technology system" means any related computer or telecommunications components that provide a functional system for a specific business purpose and contain one (1) or more of the following:

1.
Hardware;

2.
Software, including application software, systems management software, utility software, or communications software;

3.
Professional services for requirements analysis, system integration, installation, implementation, or data conversion services; or

4.
Digital data products, including acquisition and quality control.

(f)
"Capital projects" means, regardless of the source of cash or other consideration:

1.
Any capital construction item, or any combination of capital construction items necessary to make a building or utility installation complete, estimated to cost four hundred thousand dollars ($400,000) or more in cash or other consideration;

2.
Any lease of real property space with an annual rental cost exceeding two hundred thousand dollars ($200,000);

3.
The use allowance paid by the judicial branch for a real property space pursuant to KRS 26A.090(2) and 26A.115 when the use allowance for the space exceeds two hundred thousand dollars ($200,000) on an annual basis;

4.
Any item of equipment estimated to cost one hundred thousand dollars ($100,000) or more in cash or other consideration;

5.
Any lease of an item of movable equipment if the annual cost of the lease is one hundred thousand dollars ($100,000) or more or if the total cost of the lease-purchase or lease with an option to purchase is one hundred thousand dollars ($100,000) or more; and

6.
Any new acquisition, upgrade, or replacement of an information technology system estimated to cost four hundred thousand dollars ($400,000) or more in cash or other consideration.

(g)
"Emergency repair, maintenance, or replacement project" means the maintenance, repair, or reconstruction of a capital construction project or the maintenance, repair, or replacement of a major item of equipment that is:

1.
Necessitated by injury or damage resulting from a disaster;

2.
Necessary to maintain government operations or to prevent or minimize injury or damage that could reasonably be expected to result from an impending disaster; or

3.
Necessitated by an unforeseen mechanical breakdown, electrical breakdown, or structural defect that must be corrected to make a facility or item of equipment usable.

(h)
"Disaster" means a fire, flood, tornado, other natural disaster, riot, enemy attack, sabotage, explosion, power failure, energy shortage, transportation emergency, or other man-caused disaster.

(i)
"Capital construction funds" means any funds used for capital construction, including, but not limited to, appropriated capital construction funds, agency funds, federal funds, private funds, or funds from any source held by an agency for management or investment purposes.

(j)
"Entity head" means the Chief Justice of the Supreme Court, the President of the Senate and the Speaker of the House of Representatives, the secretary of the Finance and Administration Cabinet, the president of any university which complies with KRS 164A.585, 164A.595, and 164A.600, the board of trustees of the Kentucky Employees Retirement System, the board of trustees of the Teachers' Retirement System of the State of Kentucky, the board of directors of the Kentucky Higher Education Student Loan Corporation, the board of directors of the Kentucky Gaming and Lottery Corporation, or the board of directors of the Kentucky Housing Corporation.

(2)
Except as provided in subsection (3) of this section, KRS 45.760 to 45.810 shall apply to capital projects and bonds for use by:

(a)
The state government;

(b)
One of its departments or agencies, as defined in KRS 12.010 or enumerated in KRS 12.020;

(c)
A municipal corporation which exercises its authority on a statewide basis including, but not limited to, the Kentucky Employees Retirement System, Teachers' Retirement System of the State of Kentucky, Kentucky Higher Education Student Loan Corporation, Kentucky Gaming and Lottery Corporation, and Kentucky Housing Corporation; and

(d)
Institutions of higher education.

(3)
KRS 45.760 to 45.810 shall not apply to:

(a)
Capital projects or bonds used directly in or for the construction or maintenance of roads, including, but not limited to, bulldozers, graders, earth movers, and real estate purchased for rights-of-way; and

(b)
Political subdivisions, except for those defined in KRS 12.010, enumerated in KRS 12.020, or created as a municipal corporation which exercises its authority on a statewide basis including, but not limited to, the Kentucky Employees Retirement System, Teachers' Retirement System of the State of Kentucky, Kentucky Higher Education Student Loan Corporation, Kentucky Gaming and Lottery Corporation, Kentucky Housing Corporation, or any entity with a governing body whose membership is substantially similar to the membership of the governing body of a municipal corporation which exercises its authority on a statewide basis. However, the provisions of KRS 45.750 to 45.810 shall not apply to acquisition or maintenance of any building or land which is purchased as a legal investment by any of the state retirement systems, which is not to be occupied by the retirement system, and which is financed solely with those assets of the retirement system used for investment purposes.

Section 41.   KRS 45A.605 is amended to read as follows:

(1)
As used in this section:

(a)
"Information highway" means a communication network for voice, data, and video communications technologies; and

(b)
"Agencies of the Commonwealth of Kentucky" includes all authorities; boards; commissions; councils; departments; program cabinets; the Kentucky Gaming and Lottery Corporation; vocational schools; the Kentucky School for the Deaf; the Kentucky School for the Blind; upon written request of the Chief Justice, the Court of Justice; upon written request of the co-chairmen of the Legislative Research Commission, the General Assembly and the Legislative Research Commission; and upon written request of presidents, state institutions of higher education.

(2)
The provisions of any other law notwithstanding, the Finance and Administration Cabinet may enter into one (1) or more contracts, on behalf of agencies of the Commonwealth of Kentucky, with any person, partnership, or corporation that operates an information highway. The information highway shall enable the Commonwealth to benefit from cost-effective telecommunications technologies and shall provide opportunities for the private sector. These opportunities shall include but not be limited to the implementation of transactions and activities associated with the Kentucky e-Health Network created under KRS 216.267 and the provision of telehealth by licensed health-care providers as provided in KRS Chapters 205, 211, 304.17A, 310, 311, 312, 313, 314, 314A, 315, 319, 319A, 320, 327, 334A, and 335.

(3)
Upon implementation, all agencies of the Commonwealth of Kentucky shall obtain all available communications services under contracts executed pursuant to subsection (2) of this section, except as provided under subsection (4) of this section.

(4)
The secretary of the Finance and Administration Cabinet may grant exceptions to the mandatory use of the information highway upon good cause shown. The Kentucky e-Health Network Board may use the information highway to implement the network but shall not be limited to its use for communication services.

(5)
Any contract awarded under subsection (2) of this section shall be deemed, for purposes of KRS 45A.050, a state agency price contract to which all political subdivisions and state-licensed nonprofit institutions of higher education may have access and use on the same terms as agencies of the Commonwealth of Kentucky. In addition, nonprofit schools providing elementary or secondary education and nonprofit health care organizations shall be allowed to have access and use the contract on the same terms as agencies of the Commonwealth of Kentucky. "Nonprofit schools" and "nonprofit health care organizations" mean those schools and health care organizations which have been granted tax-exempt status under the United States Internal Revenue Code.

(6)
Any contract awarded under subsection (2) of this section shall be deemed a state agency price contract to which any entity that has been approved for economic development incentives under programs approved and administered by the Kentucky Economic Development Finance Authority may have access and use on the same terms as agencies of the Commonwealth of Kentucky.

(7)
Any contract awarded under subsection (2) of this section shall be deemed a state agency price contract to which nonprofit organizations whose exclusive purpose is the delivery of services related to education, economic development, or cultural arts and humanities, may have access and use on the same terms as agencies of the Commonwealth of Kentucky. For the purposes of this section, "nonprofit organizations" means those organizations which have been granted tax-exempt status under Section 501(c)(3) of the United States Internal Revenue Code or those existing education based entities whose purpose is the delivery of services to state school systems, their employees, or their governing organizations and which have been granted tax-exempt status under Section 501(c)(6) of the United States Internal Revenue Code.

Section 42.   KRS 137.190 is amended to read as follows:

The[ license tax imposed by KRS 137.170, the] admission tax imposed by KRS 138.480,[ and] the state taxes and contributions imposed by KRS 138.510 to 138.550 and KRS 230.380 on pari-mutuel systems of betting, and the amounts paid to the State Treasurer under Section 30 of this Act, shall be in lieu of all other license, excise, special, or franchise taxes to the state or any county, city, urban-county government, charter county government, consolidated local government or other political subdivision. No county, city, urban-county government, charter county government, consolidated local government or other political subdivision may levy any license, income, excise, special, or franchise tax on any such person or corporation engaged in the business of operating a gaming facility or of conducting a race track at which races are conducted for stakes, purses or prizes, or operating as a receiving track or simulcast facility, or on the operation or maintenance of any pari-mutuel machine, casino gaming device, or similar device, or on the money or amount of money handled by or through any pari-mutuel machine, casino gaming device, or similar device or on the sale of any merchandise during the conducting of races thereon by any such person or corporation.

Section 43.   KRS 138.480 is amended to read as follows:

Except for the conduct of harness racing at a county fair, each person entering the grounds or enclosure of any race track at which a live race meeting is being conducted under the jurisdiction of the Kentucky Horse Racing Authority, for the purpose of attending the races or for any other purpose connected therewith, shall pay a tax of fifteen cents ($0.15) to the state, except as otherwise provided in this section. If tickets good for more than one (1) day are issued, the sum of fifteen cents ($0.15) shall be paid by each person using such ticket on each day that it is used. No admission tax shall be collected from any of the employees of the race track, or any of the owners or trainers of horses, or jockeys, or their employees. The admission tax provided for in this section shall be collected by the race track from each person on entering the race track or enclosure on a paid[ or free] admission. The race track shall account to and pay to the state the money so collected.

Section 44.   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)
"Corporation" means the Kentucky Gaming and Lottery Corporation;

(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;

(4)
"Lottery price" or "prize" means winnings or proceeds awarded as a result of the lottery and does not include any winnings or proceeds received from casino gaming as defined in KRS Chapter 230A;

(5)
"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, 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;

(6)[(5)]
"President" means the president of the Kentucky Gaming and Lottery Corporation who shall also serve as chief executive officer of the corporation;

(7)[(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.

(8)[(7)]
"Retailer" means any person with whom the corporation has contracted to sell lottery tickets to the public;

(9)[(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;

(10)[(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;

(11)
"Ticket" means a slip of paper, cardboard, or other material sold by the corporation through retailers for participation in lottery games, but does not mean any voucher or scrip used to play a casino gaming device or any redemption ticket printed by a casino gaming device as defined in KRS Chapter 230A; and
(12)[(10)]
"Vendor" means any person who has entered into a major lottery-specific procurement contract with the corporation.

Section 45.   KRS 154A.020 is amended to read as follows:

(1)
There is hereby created and established a state lottery which shall be administered by an independent, de jure municipal corporation and political subdivision of the Commonwealth of Kentucky which shall be a public body corporate and politic to be known as the Kentucky Gaming and Lottery Corporation. The corporation shall be deemed a public agency within the meaning of KRS 61.805 and 61.870.

(2)
There is further created and established a state lottery which shall be administered by the corporation. With regard to the state lottery, the[This] corporation shall be managed in such a manner that enables the people of the Commonwealth to benefit from its profits and to enjoy the best possible lottery games. The General Assembly hereby recognizes that the operations of a lottery are unique activities for state government and that a corporate structure will best enable the lottery to be managed in an entrepreneurial and business-like manner. It is the intent of the General Assembly that government programs and services shall not be mentioned in advertising or promoting a lottery. It is also the intent of the General Assembly that the Kentucky Gaming and Lottery Corporation shall be accountable to the Governor, the General Assembly and the people of the Commonwealth through a system of audits, reports and thorough financial disclosure as required by this chapter.

(3)
The corporation shall further supervise and regulate casino gaming as provided in KRS Chapter 230A.
(4)[(2)]
The existence of the corporation shall begin only upon confirmation of the members of the board by the Senate as provided in KRS 154A.030. Until the time of such confirmation, no business shall be conducted on behalf of the lottery.

(5)[(3)]
Notwithstanding any other provision of law to the contrary, no official action of any form shall be taken by the board at any time unless a majority of the members of the board shall have been confirmed by the Senate as provided in KRS 154A.030. Any action taken on behalf of the lottery when less than a majority of the members of the board shall have been confirmed shall be of no effect.

Section 46.   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. No person shall be appointed to the board if he or she is not of good moral character or has been convicted of a felony under state or federal law.

(2)
Before entering upon the discharge of their duties, all members of the board shall take an oath to uphold the laws of the Commonwealth and of the United States, and to faithfully execute their duties as directors of the board.

(3)
(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 material[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:

1.
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, or related entity used for the operation of the lottery under KRS Chapter 154A. 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; or

2.
Have a financial interest in any person licensed under KRS Chapter 230A, or a related entity. The corporation shall provide each member of the board with a list of all such persons, which shall be updated on at least a quarterly basis.

(4)[(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.

(5)[(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.

(6)[(5)]
The State Treasurer shall not be compensated for his service on the board.

(7)[(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.

(8)[(7)]
All meetings of the board shall be open unless:

(a)
The meeting[ they] may be closed under KRS 61.810;

(b)
The meeting relates[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; or

(c)
The meeting relates to trade secrets, legally protectable intellectual property, confidential proprietary information, finances, earnings, revenues, or security applicants or licensees under KRS Chapter 230A.

Section 47.   KRS 154A.040 is amended to read as follows:

(1)
The corporation shall keep accurate and complete records. 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:

1.
A trade secret or other legally-protectable intellectual property or confidential proprietary information of the corporation or of a vendor; or

2.
A trade secret or other legally protectable intellectual property, confidential proprietary information, finances, earnings, or revenue of an applicant or licensee under KRS Chapter 230A; 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, or could impair or adversely impact the security of applicants or licensees under KRS Chapter 230A.

(2)
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 48.   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; 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 tickets;

3.
The number and amount of prizes;

4.
The method and location of selecting or validating winning 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 all compensation shall be uniform; and

9.
Any other matters necessary or desirable for the efficient and effective operation of the lottery or for the convenience of the public.

(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.

(3)
The duties of the board in subsections (1) and (2) of this section shall apply only to the administration and operation of the lottery. The duties of the board with regard to casino gaming shall only include those duties of the corporation as set out in KRS Chapter 230A. Nothing in this chapter or in KRS Chapter 230A shall be construed as providing the board with any power or authority to regulate or otherwise affect the activities or operations licensed and conducted pursuant to KRS Chapter 230A.
Section 49.   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 transactions, including distribution of 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 Gaming and Lottery Corporation and the Cabinet for Health and Family Services shall develop a system to allow the Kentucky Gaming and 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 Gaming and 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 Gaming and Lottery Corporation and the authority shall develop a system to allow the Kentucky Gaming and 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 Gaming and 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.

(3)
The duties of the corporation in subsection in subsections (1) and (2) of this section shall apply only to the administration and operation of the lottery. The duties of the corporation with regard to casino gaming shall only include those duties set out in KRS Chapter 230A. Nothing in this chapter or in KRS Chapter 230A shall be construed as providing the corporation with any power or authority to regulate or otherwise affect the activities or operations licensed and conducted pursuant to KRS Chapter 230A.

Section 50.   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 as otherwise provided in KRS Chapter 230A, the corporation shall not license, approve, or[ 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.

(4)
This section shall not prohibit casino gaming as authorized by KRS Chapter 230A.

Section 51.   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 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. 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;

(d)
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;

(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;

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

(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.

(6)
The duties of the president in subsections (1), (2), (3), (4), and (5) of this section shall only apply to the administration and operation of the lottery. The duties of the president with regard to casino gaming shall only include those duties set out in KRS Chapter 230A. Nothing in this chapter or in KRS Chapter 230A shall be construed as providing the president with any power or authority to regulate or otherwise affect the activities or operations licensed and conducted pursuant to KRS Chapter 230A, except as provided therein.

Section 52.   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, or any gaming operator, gaming device manufacturer, or gaming device distributor as defined in Section 2 of this Act, 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:

(a)
Any vendor, lottery retailer, or related entity; or
(b)
Any gaming operator, gaming device manufacturer, or gaming device distributor as defined in Section 2 of this Act, 


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 53.   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 related to the state lottery 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 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)
All money received by the corporation for the actual and reasonable administrative costs and expenses of the corporation attributable to the regulation of casino gaming by the corporation under KRS Chapter 230A shall be deposited into a separate corporate operating account from that set out in subsection (1) of this section. The use of the funds in this account shall be governed exclusively by KRS Chapter 230A.

(6)
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.

(7)[(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 Gaming and 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 Gaming and Lottery Corporation and a complete list of board members.

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

Section 54.   KRS 154A.140 is amended to read as follows:

(1)
With regard to the state lottery, the corporation is hereby authorized to accept and expend such moneys as may be appropriated by the General Assembly or such moneys as may be received from any source, including income from the corporation's operations, for effectuating its corporate purposes including, without limitation, the payment of the initial expenses of administration and operation of the corporation and the lottery.

(2)
After the transfer of any appropriated funds provided by subsection (1) of this section, the corporation shall be self sustaining and self funded and moneys in the state general fund shall not be used or obligated to pay the expenses of the corporation or prizes of the lottery and no claim for the payment of an expense of the lottery or prizes of the lottery shall be made against any moneys other than moneys credited to the corporate operating account established by KRS 154A.130.

Section 55.   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 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 tickets and on-line retailers. 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 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 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 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 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 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 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 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 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 56.   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, applicants for a license under KRS Chapter 230A, and investigate all potential employees of the corporation not referred to in subsection (1) of this section;

(b)
Supervise ticket validation and lottery drawings;

(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;

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

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

Section 57.   KRS 164.774 is amended to read as follows:

The Kentucky Gaming and Lottery Corporation and the authority shall develop a system to allow the Kentucky Gaming and 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 Gaming and 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 58.   KRS 198A.715 is amended to read as follows:

(1)
The administering agency for the trust fund shall be the Kentucky Housing Corporation, which shall use moneys from the trust fund to make, or participate in the making, of loans or grants for the eligible activities described in this section. Loans or grants shall be made upon the determination by the corporation that the loan or grant shall be used to create new sources of funding, or to supplement existing sources of funding for eligible activities, and shall not be used to replace existing or available funds.

(2)
Activities eligible for funding shall include:

(a)
Provision of matching funds for federal housing dollars requiring a local or state match including, but not limited to, the National Affordable Housing Act of 1990;

(b)
Acquisition of housing units for the purpose of preservation or conversion as very low-income housing;

(c)
New construction or rehabilitation of very low income housing units;

(d)
Matching funds for technical assistance directly related to providing housing for persons pursuant to KRS 198A.700 to 198A.730; and

(e)
Administrative costs for housing assistance programs or organizations eligible for funding pursuant to subsection (3) of this section, if the grants or loans will substantially increase the recipient's access to housing funds other than those available under KRS 198A.700 to 198A.730.

(3)
Organizations eligible for funding from the trust fund include local governments, local government housing authorities, nonprofit organizations, and regional or statewide housing assistance organizations.

(4)
Housing units provided to very low-income persons or families pursuant to KRS 198A.700 to 198A.730, shall be deed-restricted under the following conditions:

(a)
Rental housing shall be deed-restricted for a minimum of thirty (30) years. Amendments may be granted by the board of directors of the corporation on a case-by-case basis. Investment from the trust fund into a specific housing type shall revert to like housing for very low-income persons.

(b)
Single-family units or units for sale shall be deed restricted for a minimum of five (5) years.

(5)
In the development of housing pursuant to KRS 198A.700 to 198A.730, displacement of very low-income persons shall not be permitted unless the project shall pay all reasonable relocation costs as defined by the board of directors of the corporation.

(6)
There shall not be discrimination in the sale or rental, or otherwise making available or denying, a dwelling funded under KRS 198A.700 to 198A.730 to any buyer or renter because of race, religion, sex, familial status, disability, or national origin.

(7)
In the event that the corporation chooses to use trust fund dollars with or as a match to the Federal Home Investment Partnership Program or other federal programs, the strictest affordability requirements shall apply.

(8)
Trust fund dollars shall be contributed permanently to a project, except when serving as a match for federal housing programs that require all funds to be contributed permanently to the federal program. All repayment, interest, or other return on the investment of trust fund dollars are required to be returned to the trust fund and used for eligible trust fund activities in accordance with the requirements of KRS 198A.700 to 198A.730. Trust fund dollars invested in a project with federal dollars requiring a permanent contribution shall be recaptured to the federal program account.

(9)
The Kentucky Housing Corporation shall report semiannually to the Interim Joint Committee on Appropriations and Revenue on how the money transferred from the Kentucky Gaming and Lottery Corporation's unclaimed prize account under KRS 154A.110(3) has been utilized. The corporation shall also make an annual report to the Legislative Research Commission on the disposition of the Kentucky Gaming and Lottery Corporation's unclaimed prize money for each fiscal year.

Section 59.   KRS 405.463 is amended to read as follows:

The Kentucky Gaming and Lottery Corporation and the Cabinet for Health and Family Services shall develop a system to allow the Kentucky Gaming and 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 Gaming and 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.

Section 60.   KRS 230.260 is amended to read as follows:

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

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

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

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

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

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

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

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

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

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

(10)
The authority shall have all powers necessary to carry out its responsibilities relating to casino gaming as described in KRS Chapter 230A, including overseeing proceeds from casino games as described in Sections 31, 32, and subsection (1) of 34 of this Act, promoting the Kentucky horse industry, and promulgating administrative regulations under KRS Chapter 13A governing the integration of casino games at racetracks.
Section 61.   KRS 230.310 is amended to read as follows:

(1)
Every person not required to be licensed under KRS 230.300 who desires to participate in horse racing in the Commonwealth as a:

(a)
Horse owner, trainer, jockey, apprentice jockey, agent, stable employee, racing official, association employee, or employee of a person or concern contracting with the association to provide a service or commodity and which requires their presence on association grounds during a race meeting,[ or] veterinarian, farrier, horse dentist,[ or] supplier of food, tack, medication, or horse feed; or 

(b)
Gaming employee, security personnel, or gaming operations manager as defined in Section 2 of this Act,


shall first apply to the authority for a license to participate in the activity on association grounds during a race meeting.

(2)
No person required to be licensed by this section may participate in any activity required to be licensed on association grounds during a race meeting without a valid license therefor. An applicant for a license shall submit to the authority fingerprints as may be required and other information necessary and reasonable for processing a license application. The authority is authorized to exchange fingerprint data with the Kentucky State Police and the Federal Bureau of Investigation in order to conduct a criminal history background check of an applicant. The authority may issue a license if it finds that the financial responsibility, age, experience, reputation, competence, and general fitness of the applicant to perform the activity permitted by a license are consistent with the best interest of racing and the maintenance of the honesty, integrity, and high quality thereof. A license shall be issued for the calendar year in which it is issued and may be renewed by the authority. The license shall be valid at all horse race meetings in the Commonwealth during the period for which it is issued unless suspended or revoked under the administrative regulations promulgated by the authority under this chapter. With respect to horse owners and trainers, the authority may promulgate administrative regulations to facilitate and promote uniform, reciprocal licensing with other states.

Section 62.   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 under the provisions of KRS Chapter 154A, or to the operation of casino gaming facilities by a gaming operator licensed and regulated under the provisions of KRS Chapter 230A.

(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 63.   KRS 243.505 is amended to read as follows:

The operation of a pari-mutuel system for betting, where authorized by law, the operation of casino gaming facilities by a gaming operator licensed and regulated under the provisions of KRS Chapter 230A, 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 64.   KRS 372.005 is amended to read as follows:

The terms and provisions of this chapter do not apply to betting, gaming, or wagering that has been authorized, permitted, or legalized, including, but not limited to, all activities and transactions permitted under KRS Chapters 154A, 230, 230A, and 238.

Section 65.   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 playing a casino game at a casino gaming facility licensed and regulated under the provisions of KRS Chapter 230A; 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 66.   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 operation of a casino gaming facility by a gaming operator licensed and regulated under the provisions of KRS Chapter 230A.

(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.
Casino gaming devices operated by a gaming operator licensed and regulated under the provisions of KRS Chapter 230A.
(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.

(11)
"Casino games" and "casino gaming" have the meaning set out in Section 2 of this Act.
Section 67.   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.

(4)
Any person who violates the provisions of KRS 154A.030(3)[(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.

Section 68.   KRS 372.005 is amended to read as follows:

The terms and provisions of this chapter do not apply to betting, gaming, or wagering that has been authorized, permitted, or legalized, including, but not limited to, all activities and transactions permitted under KRS Chapters 154A, 230, 230A as provided in Section 69 of this Act, and 238.

Section 69.   KRS 372.010 is amended to read as follows:

Every contract, conveyance, transfer or assurance for the consideration, in whole or in part, of money, property or other thing won, lost or bet in any game, sport, pastime or wager, or for the consideration of money, property or other thing lent or advanced for the purpose of gaming, or lent or advanced at the time of any betting, gaming, or wagering to a person then actually engaged in betting, gaming, or wagering, is void. Notwithstanding the provisions of this section, a gaming operator as defined in Section 2 of this Act may collect debts owed to the gaming operator by persons who participate in casino games under KRS Chapter 230A.
Section 70.   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 to casino games as defined in Section 2 of this Act. 

Section 71.   If any provision of this Act or the application thereof to any person or circumstance is held invalid, the invalidity shall not affect other provisions or applications of the Act that can be given effect without the invalid provision or application, and to this end the provisions of this Act are severable.

Section 72.   If the General Assembly fails to enact a constitutional amendment to the Kentucky Constitution proposing to allow gaming limited to racetracks in Kentucky or if the voters fail to approve such a constitutional amendment in the November, 2006 election, this Act shall be null and void.

Section 73.   If the constitutional amendment to Section 226 of the Kentucky Constitution related to gaming in Kentucky is enacted by the General Assembly and approved by the voters in the November, 2006 election, this Act shall take effect on January 1, 2007.
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