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AN ACT relating to taxation.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 61 IS CREATED TO READ AS FOLLOWS:

(1)
The Kentucky Retirement Systems sustainability trust fund is created within the State Treasury and shall be administered by the Finance and Administration Cabinet.

(2)
The trust fund shall consist of:

(a)
A portion of the excise tax imposed on pari-mutuel wagering as provided by Section 2 of this Act;

(b)
A portion of the proceeds from the Lottery Corporation as provided by Section 5 of this Act;

(c)
All of the net lottery revenues from the sale of any lottery tickets resulting from the expansion and implementation of new games on or after the effective date of this Act by the Lottery Corporation;

(d)
Contributions, gifts, and donations;

(e)
Any moneys designated by the General Assembly for deposit into the trust fund; and

(f)
Any other proceeds from grants, appropriations, or other moneys made available for the purposes of the trust fund.

(3)
(a)
Moneys in the trust fund:

1.
Shall be disbursed monthly to the Kentucky Retirement Systems; and

2.
Shall be used to support and supplement employer contributions, eliminate any unfunded liability, and supplement the assets of the Kentucky Retirement Systems.

(b)
No moneys shall be allotted or expended from this fund unless appropriated by the General Assembly.

(4)
Notwithstanding KRS 45.229, any moneys remaining in the fund at the close of the fiscal year shall not lapse but shall be carried forward into the succeeding fiscal year to be used for the purposes provided by subsection (3) of this section.

(5)
Interest earned on any moneys in the trust fund shall accrue to the trust funds.

Section 2.   KRS 138.510 is amended to read as follows:

(1)
[(a)
]Except as provided in subsections (2) and (5)[paragraphs (b) and (d)] of this section[subsection], an excise tax is imposed on all tracks conducting pari-mutuel wagering on live racing under the jurisdiction of the commission.

(a)[1.]
For each track with a daily average live handle of one million two hundred thousand dollars ($1,200,000) or above, the tax shall be in the amount of three and one-half percent (3.5%) of all money wagered on live races at the track during the fiscal year.

(b)[2.]
For each track with a daily average live handle under one million two hundred thousand dollars ($1,200,000), the tax shall be one and one-half percent (1.5%) of all money wagered on live races at the track during the fiscal year.

(2)
(a)[(b)
1.]
If:

1.[a.]
A track located in this state is the host track for a live one (1) or two (2) day international horse racing event in 2010 that distributes in excess of a total of fifteen million dollars ($15,000,000) in purses during the international horse racing event; and

2.[b.]
On or before November 4, 2010, the organization responsible for selecting the location of the same international horse racing event in subsequent years contractually agrees to conduct the international horse racing event at a host track in this state in calendar year 2011 or 2012 or calendar years 2011 and 2012;


then the excise tax imposed by subsection (1)[paragraph (a)] of this section[subsection] shall not be imposed on pari-mutuel wagering on any live racing conducted during the one (1) or two (2) day international horse racing event held at a host track within this state in calendar years 2010 through 2012.

(b)[2.]
Beginning January 1, 2013, if the requirements of paragraph (a) [subparagraph 1.] of this subsection[paragraph] are satisfied, the tax exemption established by paragraph (a)[subparagraph 1.] of this subsection[paragraph] shall remain in effect for any succeeding one (1) or two (2) day international horse racing event if the event returns within three (3) years of a previously-held international horse racing event.

(c)[3.]
A minimum of five hundred thousand dollars ($500,000) of the amount that would have been paid to the Commonwealth but for the exemption provided by this subsection[paragraph] shall be used by the host track to fund undercard races during each international horse racing event.

(d)[4.]
Notwithstanding subsection (2)[paragraph (c)] of this section[subsection], if the requirements of paragraph (a)1.[subparagraph 1.a.] of this subsection[paragraph] are satisfied but the requirements of paragraph (a)2.[subparagraph 1.b.] of this subsection[paragraph] are not, then the excise tax imposed by subsection (1)[paragraph (a)] of this section[subsection] shall be imposed on pari-mutuel wagering on any live racing conducted during the one (1) or two (2) day international horse racing event and the total amount of revenue collected shall be distributed as follows:

1.[a.]
Eighty percent (80%) shall be deposited into the Thoroughbred development fund established in KRS 230.400;

2.[b.]
Thirteen percent (13%) shall be deposited into the standardbred development fund established in KRS 230.770; and

3.[c.]
Seven percent (7%) shall be deposited into the Kentucky quarter horse, Appaloosa, and Arabian development fund established in KRS 230.445.

(3)[(c)]
If money wagered on all historical horse races is less than or equal to the annual threshold, money shall be deducted from the tax paid under subsection (1)[paragraph (a)] of this section[subsection] and deposited as follows:

(a)[1.]
An amount equal to three-quarters of one percent (0.75%) of all money wagered on live races at the track for Thoroughbred racing shall be deposited in the Thoroughbred development fund established in KRS 230.400;

(b)[2.]
An amount equal to one percent (1%) of all money wagered on live races at the track for harness racing shall be deposited in the Kentucky standardbred development fund established in KRS 230.770;

(c)[3.]
An amount equal to one percent (1%) of all money wagered on live races at the track for quarter horse, Appaloosa, and Arabian horse racing shall be deposited in the Kentucky quarter horse, Appaloosa, and Arabian development fund established by KRS 230.445.

(d)[4.]
An amount equal to two-tenths of one percent (0.2%) of all money wagered on live races at the track shall be deposited in the equine industry program trust and revolving fund established by KRS 230.550 to support the Equine Industry Program at the University of Louisville;

(e)
1.[5.
a.]
An amount equal to one-tenth of one percent (0.1%) of all money wagered on live races at the track shall be deposited in a trust and revolving fund to be used for the construction, expansion, or renovation of facilities or the purchase of equipment for equine programs at state universities.

2.[b.]
These funds shall not be used for salaries or for operating funds for teaching, research, or administration. Funds allocated under this paragraph[subparagraph] shall not replace other funds for capital purposes or operation of equine programs at state universities.

3.[c.]
The Kentucky Council on Postsecondary Education shall serve as the administrative agent and shall establish an advisory committee of interested parties, including all universities with established equine programs, to evaluate proposals and make recommendations for the awarding of funds.

4.[d.]
The Kentucky Council on Postsecondary Education may promulgate administrative regulations to establish procedures for administering the program and criteria for evaluating and awarding grants; and

(f)[6.]
An amount equal to one-tenth of one percent (0.1%) of all money wagered on live races shall be distributed to the commission to support equine drug testing as provided in KRS 230.265(3).

(4)
When money wagered on all historical horse races exceeds the annual threshold, money shall be deducted from the tax paid under subsection (1) of this section and deposited as follows:

(a)
All tax collected on money wagered on any historical horse race after the annual threshold has been met shall be deposited in the Kentucky Retirement Systems sustainability trust fund, established by Section 1 of this Act;

(b)
An amount equal to three-quarters of one percent (0.75%) of all money wagered on live races at the track for Thoroughbred racing, excluding money wagered on any historical horse race after the annual threshold has been met, shall be deposited in the Thoroughbred development fund established in KRS 230.400;

(c)
An amount equal to one percent (1%) of all money wagered on live races at the track for harness racing, excluding money wagered on any historical horse race after the annual threshold has been met, shall be deposited in the Kentucky standardbred development fund established in KRS 230.770;

(d)
An amount equal to one percent (1%) of all money wagered on live races at the track for quarter horse, Appaloosa, and Arabian horse racing, excluding money wagered on any historical horse race after the annual threshold has been met, shall be deposited in the Kentucky quarter horse, Appaloosa, and Arabian development fund established by KRS 230.445;

(e)
An amount equal to two-tenths of one percent (0.2%) of all money wagered on live races at the track, excluding money wagered on any historical horse race after the annual threshold has been met, shall be deposited in the equine industry program trust and revolving fund established by KRS 230.550 to support the Equine Industry Program at the University of Louisville;

(f)
1.
An amount equal to one-tenth of one percent (0.1%) of all money wagered on live races at the track, excluding money wagered on any historical horse race after the annual threshold has been met, shall be deposited in a trust and revolving fund to be used for the construction, expansion, or renovation of facilities or the purchase of equipment for equine programs at state universities.
2.
These funds shall not be used for salaries or for operating funds for teaching, research, or administration. Funds allocated under this paragraph shall not replace other funds for capital purposes or operation of equine programs at state universities.

3.
The Kentucky Council on Postsecondary Education shall serve as the administrative agent and shall establish an advisory committee of interested parties, including all universities with established equine programs, to evaluate proposals and make recommendations for the awarding of funds.
4.
The Kentucky Council on Postsecondary Education may promulgate administrative regulations to establish procedures for administering the program and criteria for evaluating and awarding grants; and

(g)
An amount equal to one-tenth of one percent (0.1%) of all money wagered on live races, excluding money wagered on any historical horse race after the annual threshold has been met, shall be distributed to the commission to support equine drug testing as provided in KRS 230.265(3).

(5)[(d)]
The excise tax imposed by subsection (1)[paragraph (a)] of this section[subsection] shall not apply to pari-mutuel wagering on live harness racing at a county fair.

(6)[(2)]
(a)
Except as provided in paragraphs (c) and (d) of this subsection, an excise tax is imposed on:

1.
All tracks conducting telephone account wagering;

2.
All tracks participating as receiving tracks in intertrack wagering under the jurisdiction of the commission; and

3.
All tracks participating as receiving tracks displaying simulcasts and conducting interstate wagering thereon.

(b)
The tax shall be three percent (3%) of all money wagered on races as provided in paragraph (a) of this subsection during the fiscal year.

(c)
A noncontiguous track facility approved by the commission on or after January 1, 1999, shall be exempt from the tax imposed under this subsection, if the facility is established and operated by a licensed track which has a total annual handle on live racing of two hundred fifty thousand dollars ($250,000) or less. The amount of money exempted under this paragraph shall be retained by the noncontiguous track facility, KRS 230.3771 and 230.378 notwithstanding.

(d)
1.
A track located in this state shall be exempt from the excise tax imposed by paragraph (b) of this subsection on wagers placed on all races conducted at a one (1) or two (2) day international horse racing event if:

a.
The international horse racing event is conducted at a host track in this state; and

b.
The host track is exempt from the excise tax during the international horse racing event under subsection (1)(b) of this section.

2.
Notwithstanding paragraph (e) of this subsection, if the host track is not exempt and is taxed pursuant to subsection (1)(b)4. of this section, then the excise tax imposed by paragraphs (a) and (b) of this subsection shall be imposed on wagers placed on all races conducted at the one (1) or two (2) day international horse racing event and the total amount of revenue collected shall be distributed as follows:

a.
Eighty percent (80%) shall be deposited into the Thoroughbred development fund established in KRS 230.400;

b.
Thirteen percent (13%) shall be deposited into the standardbred development fund established in KRS 230.770; and

c.
Seven percent (7%) shall be deposited into the Kentucky quarter horse, Appaloosa, and Arabian development fund established in KRS 230.445.

(e)
Money shall be deducted from the tax paid under paragraphs (a) and (b) of this subsection as follows:

1.
An amount equal to two percent (2%) of the amount wagered shall be deposited as follows:

a.
In the Thoroughbred development fund established in KRS 230.400 if the host track is conducting a Thoroughbred race meeting or the interstate wagering is conducted on a Thoroughbred race meeting;

b.
In the Kentucky standardbred development fund established in KRS 230.770, if the host track is conducting a harness race meeting or the interstate wagering is conducted on a harness race meeting; or

c.
In the Kentucky quarter horse, Appaloosa, and Arabian development fund established by KRS 230.445, if the host track is conducting a quarter horse, Appaloosa, or Arabian horse race meeting or the interstate wagering is conducted on a quarter horse, Appaloosa, or Arabian horse race meeting;

2.
An amount equal to one-twentieth of one percent (0.05%) of the amount wagered shall be allocated to the equine industry program trust and revolving fund established by KRS 230.550 to be used to support the Equine Industry Program at the University of Louisville;

3.
An amount equal to one-tenth of one percent (0.1%) of the amount wagered shall be deposited in a trust and revolving fund to be used for the construction, expansion, or renovation of facilities or the purchase of equipment for equine programs at state universities, as detailed in subsection (1)(c)5. of this section; and

4.
An amount equal to one-tenth of one percent (0.1%) of the amount wagered shall be distributed to the commission to support equine drug testing as provided in KRS 230.265(3).

(7)[(3)]
The taxes imposed by this section shall be paid, collected, and administered as provided in KRS 138.530.

Section 3.   KRS 138.511 is amended to read as follows:

As used in KRS 138.510 to 138.550:

(1)
"Annual threshold" means an amount of money wagered in the Commonwealth on all historical horse races of three hundred million dollars ($300,000,000) in a single fiscal year;

(2)
"Association" has the same meaning as in KRS 230.210;

(3)
"Commission" means the Kentucky Horse Racing Commission;

(4)[(2)
"Association" has the same meaning as in KRS 230.210;

(3)]
"Daily average live handle" means the total amount wagered at a track on live racing and does not include money wagered:

(a)
At a receiving track;

(b)
At a simulcast facility;

(c)
On telephone account wagering;

(d)
Through advance deposit account wagering; or

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

(5)[(4)]
"Department" means the Department of Revenue;

(6)[(5)]
"Fiscal year" means a time frame beginning 12:01 a.m. July 1, and ending 12 midnight June 30;

(7)
"Historical horse race" means any horse race that:

(a)
Was previously run at a licensed pari-mutuel facility located in the United States;

(b)
Concluded with official results; and

(c)
Concluded without scratches, disqualifications, or dead-heat finishes;

(8)[(6)]
"Host track" has the same meaning as in KRS 230.210;

(9)[(7)]
"Interstate wagering" has the same meaning as in KRS 230.210;

(10)[(8)]
"Intertrack wagering" has the same meaning as in KRS 230.210;

(11)[(9)]
"Live racing" means any horse race with pari-mutuel wagering, including any historical horse race;

(12)
"Receiving track" has the same meaning as in KRS 230.210;

(13)[(10)]
"Simulcast facility" has the same meaning as in KRS 230.210;

(14)[(11)]
"Telephone account wagering" has the same meaning as in KRS 230.210; and

(15)[(12)]
"Track" has the same meaning as in KRS 230.210.

SECTION 4.   A NEW SECTION OF KRS 138.510 TO 135.550 IS CREATED TO READ AS FOLLOWS:

On or before July 1, 2014, and annually thereafter, the Kentucky Retirement Systems shall perform an actuarial analysis and shall notify the department if the actuarial value of the Kentucky Retirement Systems assets are equal to or greater than eighty percent (80%) of the actuarially accrued liabilities of the Kentucky Retirement Systems. When the department is notified that the eighty percent (80%) funding level has been achieved during the prior fiscal year:

(1)
The crediting of moneys from the general fund to the Kentucky Retirement Systems sustainability trust fund under subsection (4) of Section 2 of this Act shall cease;

(2)
All distributions shall be made according to subsection (3) of Section 2 of this Act; and

(3)
Subsection (4) of Section 2 of this Act shall not apply;

during that fiscal year.

Section 5.   KRS 154A.130 is amended to read as follows:

(1)
(a)
All money received by the corporation from the sale of lottery tickets and all other sources 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. 

(b)
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. 

(c)
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. ]

(d)
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. 

(e)
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)
(a)
Effective with the fiscal year beginning on July 1, 2014, after the allocation of three million dollars ($3,000,000) to literacy development, as provided in subsection (3) of this section:[, ]
1.
Two hundred fifteen million dollars ($215,000,000) of the net lottery revenues from the sale of lottery tickets shall be credited from the general fund as follows:

a.[(a)]
Forty-five percent (45%) 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.[(b)]
Fifty-five percent (55%) 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]; and

2.
a.
All remaining net lottery revenues from the sale of lottery tickets; and

b.
All net lottery revenues from the sale of lottery tickets resulting from the expansion and implementation of new games on or after the effective date of this Act by the corporation;


shall be credited from the general fund to the Kentucky Retirement Systems sustainability trust fund established in Section 1 of this Act.

(b)
Effective with the fiscal year beginning on July 1, 2015, and each fiscal year thereafter, the amount distributed pursuant to subsection (4)(a)1. of this section shall be increased by a growth factor equal to the lesser of:

1.
Two percent (2%) of the prior year's actual net lottery revenues; or 

2.
The actual net lottery revenues.

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

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

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

(b)
A statement identifying the auditing firm;

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

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

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

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

On or before December 1, 2013, and annually thereafter, the Kentucky Retirement Systems shall perform an actuarial analysis and shall provide the results of the analysis to the Legislative Research Commission. If the actuarial value of the Kentucky Retirement Systems assets are equal to or greater than eighty percent (80%) of the actuarially accrued liabilities of the Kentucky Retirement Systems:

(1)
The crediting of moneys from the general fund to the Kentucky Retirement Systems sustainability trust fund under subsection (4) of Section 5 of this Act shall cease;

(2)
The distribution provided by subsection (3) of Section 5 of this Act shall continue; and

(3)
All remaining funds shall be credited as follows:

(a)
Forty-five percent (45%) to the Wallace G. Wilkinson Kentucky educational excellence scholarship trust fund established in KRS 164.7877; and

(b)
Fifty-five percent (55%) to the College Access Program and the Kentucky Tuition Grants Program established in KRS Chapter 164.

Section 7.   KRS 230.752 is amended to read as follows:

All harness racetracks licensed by the racing commission shall not be required to pay the excise tax imposed under KRS 138.510(6)[(2)], and the amount that would have been paid under those subsections shall be retained by the track to promote and maintain its facilities and its live meet.
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