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AN ACT relating to compulsive gambling, making an appropriation therefor and declaring an emergency.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 222 IS CREATED TO READ AS FOLLOWS:

(1)
The "compulsive gamblers awareness and treatment fund" is created in the State Treasury as a trust and agency account. The fund shall be administered by the director of the Division of Substance Abuse of the Department for Mental Health and Mental Retardation Services for the provision of treatment of compulsive gamblers. Moneys in the fund are hereby appropriated for the purposes provided for in this section and in Section 2 of this Act. The director shall spend not more than fifty thousand dollars ($50,000) per fiscal year to administer the fund. Except for administrative expenses, all moneys in the fund shall be used exclusively for the purposes of:

(a)
Providing assistance to agencies, groups, organizations, and persons that provide education, treatment, and counseling to persons and families experiencing difficulty as a result of problem or pathological gambling; and
(b)
Promoting the awareness of compulsive gamblers' assistance programs.
(2)
Neither the director nor the employees of the Division of Substance Abuse shall provide any direct services to problem or pathological gamblers or their families.

(3)
No money appropriated to this fund shall be used to pay the debts or living expenses of a problem or pathological gambler unless the gambler's debts and living expenses:

(a)
Are included in the cost of a bona fide treatment program in which the gambler is enrolled; or

(b)
Directly relate to the gambler's enrollment in a bona fide treatment program.
SECTION 2.   A NEW SECTION OF KRS CHAPTER 222 IS CREATED TO READ AS FOLLOWS:

(1)
The compulsive gamblers awareness and treatment fund shall be funded as follows:
(a)
From the gross revenues of the state lottery as provided by subsection (2) of Section 5 of this Act, not to exceed:
1.
One hundred eighty thousand dollars ($180,000) for each of fiscal years 2005-2006 and 2006-2007; and
2.
Five hundred forty thousand dollars ($540,000) for fiscal year 2007-2008 and each fiscal year thereafter.
(b)
From the total amount wagered in Kentucky as provided by subsection (7) of Section 4 of this Act, not to exceed:
1.
Sixty thousand dollars ($60,000) for each of fiscal years 2005-2006 and 2006-2007; and
2.
One hundred eighty thousand dollars ($180,000) for fiscal year 2007-2008 and each fiscal year thereafter.
(c)
From the gross receipts derived from all charitable gaming as provided by subsection (5) of Section 6 of this Act, not to exceed:
1.
Sixty thousand dollars ($60,000) for each of fiscal years 2005-2006 and 2006-2007; and
2.
One hundred eighty thousand dollars ($180,000) for fiscal year 2007-2008 and each fiscal year thereafter.
(2)
Moneys from the compulsive gamblers awareness and treatment fund shall be expended as follows:

(a)
During fiscal year 2005-2006, funds shall be spent exclusively for compulsive gambling education and awareness; and

(b)
During fiscal years 2006-2007 and each fiscal year thereafter, funds shall be spent exclusively for compulsive gambling education and awareness and providing assistance to agencies, groups, organizations, and persons that provide education, assistance, and counseling to persons and families experiencing difficulty as a result of problem or pathological gambling.

(3)
Any moneys not expended during the fiscal year in which the moneys were deposited into the compulsive gamblers awareness and treatment fund shall not lapse but shall be carried forward into the next fiscal year.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 222 IS CREATED TO READ AS FOLLOWS:

The director shall be responsible for:
(1)
Establishing standards for the types of agencies, groups, organizations, and persons that will be eligible to receive funding from the compulsive gamblers awareness and treatment fund;
(2)
Establishing standards for the types of activities that will be eligible for funding. Standards shall be consistent with the fund's purposes as established in Section 1 of this Act;
(3)
 Developing standards for the appropriate documentation of past performance of agencies, groups, organizations, and persons, and the activities that they have conducted;
(4)
Requesting and receiving applications for funding;
(5)
Evaluating the requests submitted by the various agencies, groups, organizations, and persons that are seeking funding from the compulsive gamblers awareness and treatment fund to provide the services under subsection (1) of Section 1 of this Act, and recommending funding for those that have demonstrated their capability to efficiently and effectively provide the necessary services;
(6)
Certifying to the Department for Mental Health and Mental Retardation Services appropriate vouchers for the disbursement of funds from the compulsive gamblers awareness and treatment fund to those agencies, groups, organizations, and persons for providing services, education, treatment, and counseling to problem or pathological gamblers and their families in accordance with subsection (5) of this section; and
(7)
Requesting and receiving from the recipients of funding appropriate documentation of the manner in which funds from the compulsive gamblers awareness and treatment fund have been expended, including audits.

Section 4.   KRS 138.510 is amended to read as follows:

(1)
Except for the conduct of harness racing at a county fair, an excise tax is imposed on all tracks conducting pari-mutuel racing under the jurisdiction of the Kentucky Horse Racing Authority. For each track with a daily average 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 during the fiscal year. A fiscal year as used in this subsection and subsection (3) of this section shall begin at 12:01 a.m. July 1 and end at 12 midnight June 30. For each track with a daily average handle under one million two hundred thousand dollars ($1,200,000) the tax shall be an amount equal to one and one-half percent (1.5%) of all money wagered during the fiscal year. However, effective January 1, 2001, if a host track located in this state is the location for the conduct of a one (1) day international horse racing event that distributes in excess of a total of ten million dollars ($10,000,000) in purses, an excise tax shall not be imposed on pari-mutuel wagering on live racing conducted that day at the race track. This tax exemption shall remain in effect for any succeeding one (1) day international horse racing event if the event returns within three (3) years of the previously-held event. For the purposes of this subsection, the daily average handle shall be computed from the amount wagered only at the host track on live racing and shall not include money wagered:

(a)
At a receiving track;

(b)
At a simulcast facility;

(c)
On telephone account wagering; or

(d)
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.


Money shall be deducted from the tax paid by host tracks and deposited to the respective development funds in the amount of three-quarters of one percent (0.75%) of the total live racing handle for thoroughbred racing and one percent (1%) of the total live handle for harness racing.

(2)
An excise tax is imposed on:

(a)
All licensed tracks conducting telephone account wagering;

(b)
All tracks participating as receiving tracks in intertrack wagering under the jurisdiction of the Kentucky Horse Racing Authority; and

(c)
All tracks participating as receiving tracks displaying simulcasts and conducting interstate wagering thereon.

(3)
The tax imposed in subsection (2) of this section shall be in the amount of three percent (3%) of all money wagered under subsection (2) of this section during the fiscal year. A noncontiguous track facility approved by the Kentucky Horse Racing Authority 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 subsection shall be retained by the noncontiguous track facility, KRS 230.3771 and 230.378 notwithstanding.

(4)
An amount equal to two percent (2%) of the amount wagered shall be deducted from the tax imposed in subsection (2) of this section and deposited as follows:

(a)
If the money is deducted from taxes imposed under subsection (2)(a) and (b) of this section, it shall be deposited in the thoroughbred development fund if the host track is conducting a thoroughbred race meeting or the Kentucky standardbred, quarter horse, Appaloosa, and Arabian development fund, if the host track is conducting a harness race meeting; or

(b)
If the money is deducted from taxes imposed under subsection (2)(c) of this section, to the thoroughbred development fund if interstate wagering is conducted on a thoroughbred race meeting or to the Kentucky standardbred, quarter horse, Appaloosa, and Arabian development fund, if interstate wagering is being conducted on a harness race meeting.

(5)
Two-tenths of one percent (0.2%) of the total amount wagered on live racing in Kentucky shall be deducted from the pari-mutuel tax levied in subsection (1) of this section, and one-twentieth of one percent (0.05%) of the total amount wagered on intertrack wagering shall be deducted for the pari-mutuel tax levied in subsection (2) of this section, and allocated to the equine industry program trust and revolving fund to be used for funding the equine industry program at the University of Louisville.

(6)
One-tenth of one percent (0.1%) of the total amount wagered in Kentucky shall be deducted from the pari-mutuel tax levied in subsections (1), (2), and (3) of this section and deposited to 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. These funds shall not be used for salaries or for operating funds for teaching, research, or administration. Funds allocated under this subsection shall not replace other funds for capital purposes or operation of equine programs at state universities. 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. The Kentucky Council on Postsecondary Education may by administrative regulation establish procedures for administering the program and criteria for evaluating and awarding grants.

(7)
A percentage of the total amount wagered in Kentucky shall be deducted from the excise taxes imposed in subsections (1), (2), and (3) of this section and shall be deposited into the compulsive gamblers awareness and treatment fund created in Section 1 of this Act, in the following amounts:

(a)
One-hundredth of one percent (0.01%) during fiscal years 2005-2006 and 2006-2007; and

(b)
Three-hundredths of one percent (0.03%) during fiscal year 2007-2008 and each fiscal year thereafter.

Section 5.   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 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, funding the compulsive gamblers awareness and treatment fund created in Section 1 of this Act in accordance with subsection (2) of this section, 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, and funding the compulsive gamblers awareness and treatment fund. 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 percentage of the gross revenues that are deposited into the corporate operating account under subsection (1) of this section shall be subsequently deposited into the compulsive gamblers awareness and treatment fund created in Section 1 of this Act, in the following amounts:

(a)
Three-hundredths of one percent (0.03%) during fiscal years 2005-2006 and 2006-2007; and

(b)
Nine-hundredths of one percent (0.09%) during fiscal year 2007-2008 and each fiscal year thereafter.
(3)
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.

(4)[(3)]
Beginning in fiscal year 1999-2000, and each fiscal year thereafter, 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) in fiscal year 1999-2000 and each fiscal year thereafter; and

(b)
To the early reading incentive fund, one million eight hundred thousand dollars ($1,800,000) in fiscal year 1999-2000 and each fiscal year thereafter.

(5)[(4)]
After the allocation of three million dollars ($3,000,000) to literacy development, as provided in subsection (4)[(3)] of this section and the allocations to the compulsive gamblers awareness and treatment fund under subsection (2) 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.
Seven million dollars ($7,000,000) in fiscal year 1999-2000;

2.
Fifteen percent (15%) in fiscal year 2000-2001;

3.
Twenty-five percent (25%) in fiscal year 2001-2002;

4.
Thirty-two percent (32%) in fiscal year 2002-2003;

5.
Forty percent (40%) in fiscal year 2003-2004; and

6.
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.
Fourteen million dollars ($14,000,000) in fiscal year 1998-1999;

2.
Fifteen million dollars ($15,000,000) in fiscal year 1999-2000;

3.
Thirty-two percent (32%) in fiscal year 2000-2001 through fiscal year 2002-2003;

4.
Forty percent (40%) in fiscal year 2003-2004;

5.
Forty-five percent (45%) in fiscal year 2004-2005; and

6.
Fifty-five percent (55%) of net lottery revenues in fiscal year 2005-2006 and each fiscal year thereafter.

(6)[(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.

(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 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.   KRS 238.570 is amended to read as follows:

(1)
A fee is imposed on charitable gaming in the amount of four-tenths of one percent (0.4%) of gross receipts derived from all charitable gaming conducted by charitable organizations required to be licensed in the Commonwealth of Kentucky. Each licensed charitable organization shall remit to the department all moneys due on a quarterly basis. Failure by a licensed charitable organization to timely remit the fee required under this subsection upon notice of delinquency shall constitute grounds for disciplinary action in accordance with KRS 238.560.

(2)
The charitable gaming regulatory account is hereby created as a revolving account within the agency revenue fund and under the control of the Public Protection and Regulation Cabinet. All revenues generated from the fee levied in subsection (1) of this section from license fees and from administrative fines imposed by the department shall be deposited in this account. Moneys in this account shall be expended by the department only in the administration and enforcement of the provisions of this chapter and in funding the compulsive gamblers awareness and treatment fund created in Section 1 of this Act in accordance with subsection (5) of this section. No later than July of each odd-numbered year, the department shall assess the amount of funds raised by all fees levied in this chapter and shall make recommendations to the Legislative Research Commission concerning legislative amendments to adjust fee rates as indicated by the assessment.

(3)
If the provision of subsection (1) of this section that imposes a fee of four-tenths of one percent (0.4%) of all gross receipts derived from all charitable gaming conducted by licensed charitable organizations is declared unconstitutional in a final decision of the highest appellate court of the Commonwealth of Kentucky, for the privilege of conducting charitable gaming in the Commonwealth of Kentucky, there is hereby levied upon the use, sale, rental, lease, or distribution by sale or by gift of charitable gaming supplies and equipment a fee of ten percent (10%) of the value of all supplies and equipment used, sold, rented, leased, or otherwise distributed by a licensed distributor to any licensed charitable organization in the Commonwealth of Kentucky.

(a)
Every distributor of charitable gaming supplies and equipment shall pay and report the fee levied pursuant to this subsection on or before the twentieth day of the calendar month next succeeding the month in which possession of the charitable gaming supplies and equipment is transferred from the distributor to the licensed charitable organization, in accordance with administrative regulations promulgated by the department.

(b)
The department may require a bond from distributors in accordance with the administrative regulations promulgated by the department.

(4)
If the alternative license fee schedule as provided in subsection (3) of this section is activated due to a final decision of the highest appellate court in the Commonwealth of Kentucky as provided in subsection (3) of this section, the distributor's license fee as provided in KRS 238.530(1) shall become inapplicable.

(5)
A percentage of the gross receipts shall be deducted from the fees imposed on charitable gaming in subsections (1) and (2) of this section and shall be deposited, on a quarterly basis, into the compulsive gamblers awareness and treatment fund created in Section 1 of this Act, in the following amounts:

(a)
One-hundredth of one percent (0.01%) during fiscal years 2005-2006 and 2006-2007; and

(b)
Three-hundredths of one percent (0.03%) during fiscal year 2007-2008 and each fiscal year thereafter.

Section 7.   KRS 164.7871 is amended to read as follows:

(1)
The General Assembly of the Commonwealth of Kentucky hereby declares that the best interest of the Commonwealth mandates that financial assistance be provided to ensure access of Kentucky citizens to public and private postsecondary education at the postsecondary educational institutions of the Commonwealth.

(2)
It is the intent and purpose of the General Assembly that the enactment of KRS 164.7871 to 164.7885 shall be construed as a long-term financial commitment to postsecondary education and that the funding provided by KRS 154A.130(4)[(3)] and (5)[(4)] shall not be diverted from the purposes described in KRS 164.7871 to 164.7885 and KRS 164.7889.

Section 8.   Whereas it is imperative that the provisions of this Act coincide with the start of the Commonwealth's fiscal year, an emergency is declared to exist and this Act takes effect July 1, 2005.
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