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NOTE SUMMARY
FISCAL ANALYSIS:    INDETERMINABLE IMPACT
 NO IMPACT
 IMPACT

LEVEL(S) OF IMPACT:  
 FEDERAL LOCAL
 STATE

BUDGET UNIT(S) IMPACT:      
FUND(S) IMPACT:  OTHER
 RESTRICTED AGENCY  FEDERAL  ROAD  GENERAL 
FISCAL SUMMARY

	FISCAL ESTIMATES
	2013-2014
	2014-2015
	2015-2016
	ANNUAL IMPACT AT FULL IMPLEMENTATION

	REVENUES
	
	($1,754,000)
	($1,913,000)
	($1,913,000)

FY 2015-2016

	EXPENDITURES
	
	
	
	

	NET EFFECT
	
	($1,754,000)
	($1,913,000)
	($1,913,000)

FY 2015-2016


(   ) indicates a decrease/negative
MEASURE’S PURPOSE: This proposal amends the pari-mutuel tax on money wagered on live races to establish a flat rate of 1.5% regardless of the racetrack’s average daily live handle.  Under current law, each racetrack with an average daily live handle of $1,200,000 or more, the tax rate is levied at 3.5% of all money wagered on live races at the racetrack. Each track with an average daily live handle of less than $1,200,000 is subject to the 1.5% rate. The proposal limits the amount per fiscal year that shall be distributed from the pari-mutuel tax levied on money wagered on live racing to support the Equine Industry Program at the University of Louisville, equine programs at state universities, and equine drug testing by placing a $600,000 cap on the amount that each fund may receive from this source each fiscal year. The proposal also provides that after the required distributions are made from the tax collected from wagers on live races, 50% of the remaining tax paid shall be deposited in the Kentucky Thoroughbred breeders incentive fund and 50% shall be deposited in the General Fund.
The proposal also reduces the pari-mutuel tax rate levied on intertrack, telephone account, and simulcast wagering from 3% to 1.5%. Under current law a portion of the tax collected is deposited in one of three equine development funds established under KRS Chapter 230, the Equine Industry Program at the University of Louisville, the equine programs at state universities, and the equine drug testing program. After the required distributions are made the remaining tax collected from wagers made on  intertrack, telephone account, and simulcast wagering is deposited in the General Fund. This proposal requires that all tax receipts be deposited in one of the three equine development funds established under KRS Chapter 230. All distributions of the pari-mutuel tax collected on intertrack, telephone account, and simulcast wagering to support the Equine Industry Program at the University of Louisville, equine programs at state universities, equine drug testing, and the General Fund are eliminated. 
PROVISIONS/MECHANICS: Section 1 removes the existing two-tier rate structure for the pari-mutuel tax levied on wagers on live racing and instead imposes the 1.5% pari-mutuel rate regardless of the average daily handle; caps distributions made to support the Equine Industry Program at the University of Louisville, equine programs at state universities, and equine drug testing at $600,000 each per fiscal year; provides that after the required distributions are made from the tax collected on wages made from live racing, 50% of the remaining tax collected shall be deposited in the Kentucky Thoroughbred breeders incentive fund and 50% shall be deposited in the General Fund; reduces the pari-mutuel tax rate on intertrack, telephone account, and simulcast wagering from 3% to 1.5%, and requires that the tax receipts derived from intertrack, telephone account, and simulcast wagering be deposited in one of the three equine development funds established under KRS Chapter 230, and deletes all distributions of the pari-mutuel tax on intertrack, telephone account, and simulcast wagering to support the Equine Industry Program at the University of Louisville, equine programs at state universities, and equine drug testing.
Section 2 makes a conforming change to KRS 230.800.

Section 3 establishes the effective date as August 1, 2014.  

FISCAL EXPLANATION: Based upon 2013 wagering data this proposal, if enacted, will have an estimated negative fiscal impact to the General Fund of $1,754,000 in FY 2014-2015 and an estimated negative fiscal impact to the General Fund of $1,913,000 in FY 2014-2015.
For several years, no Kentucky racetrack have exceeded the $1.2 million daily average live handle threshold which would have required the racetrack to pay the higher 3.5% pari-mutuel rate on money wagered on live races, instead of the 1.5% rate on money wagered at live races. Therefore, deleting the higher 3.5% tax rate does not contribute to the estimated loss in General Fund revenue during the upcoming biennium.

However, the General Fund will be negatively impacted by this proposal for two reasons.  First, after the required distributions are made from the tax levied on live races, the remainder of the tax paid will be split equally between the Kentucky Thoroughbred breeders incentive Fund and the General Fund. Thus the General Fund will be negatively impacted by approximately $911,000 in the first full year of implementation. Secondly, the tax rate levied on intertrack, telephone account, and simulcast wagering is also reduced from 3% to 1.5%, and all revenues from the tax will be deposited in the Thoroughbred Development fund, resulting in a negative impact to the General Fund of approximately $1,002,000 in the first full year of implementation. The total negative impact to the General Fund is estimated to be $1,913,000 in FY 2015-2016. 
In addition, the following restricted funds will be impacted: 
	Restricted Fund
	FY 2014-2015
	FY 2015-2016

	Thoroughbred Development Fund
	($786,000)
	($857,000)

	Equine Industry Fund (UofL)
	($339,000)
	($370,000)

	Higher Education Equine Fund
	($157,000)
	($171,500)

	Equine Drug Research
	($157,000)
	($171,500)

	Thoroughbred Breeders Incentive Fund
	$835,000
	$911,000


Note:  2013 wagering data contains wagers on historical races.

DATA SOURCE(S): LRC Economist, 2013 wagering data from Kentucky Horse Racing Commission
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