Approved:__ May 6. 2003

Date

MINUTES OF THE SENATE FEDERAL AND STATE AFFAIRS COMMITTEE

The meeting was called to order by Chairperson Nancey Harrington at 10:45 a.m. on March 11, 2003 in
Room 245-N of the Capitol.

All members were present except:  Senator Gilstrap, excused
Senator O’Connor, excused

Committee staff present: Russell Mills, Legislative Research Department
Dennis Hodgins, Legislative Research Department
Theresa Kiernan, Office of the Revisor
Nikki Kraus, Committee Secretary

Others attending: Please see attached.

Chairperson Harrington spoke to the committee about a previously discussed committee resolution to protect
the Pledge of Allegiance and the national motto “In God We Trust”.

Senator Teichman made a motion to introduce a committee resolution to protect the Pledge and national

motto. Senator Lyon seconded the motion. The resolution was introduced.

Chairperson Harrington opened the confirmation hearing for:

Beth M. Bradrick, Ph.D., Member on the Kansas Human Rights Commaission

The committee was presented copies of Dr. Bradrick’s Confirmation Information Summary.(Attachment 1)

Senator Gooch made a motion to reappoint Dr. Bradrick as a member on the KS Human Rights Commission.

Senator Brungardt seconded the motion. The motion passed.

Ms. Kiernan presented the committee with a copy of a balloon amendment to SB 108—Lottery; operation
of video lottery machines. (Attachment 2)

Ms. Kiernan then briefed the committee on each of the gaming bills and their origins. She presented a sheet
from the K ansas L egislative R esearch Department entitled, “ Comparison o f S elected Bills C oncerning
Gaming”. (Attachment 3)

Following discussion, Senator Gooch asked the Chair how she planned to proceed with the hearings.
Chairperson Harrington stated that she would allow time to hear testimony with written testimony to
reference, and that this issue would be treated like other weighty issues. The Chair stated that she was

confident that those that are here can work within the time frame.

The meeting was adjourned at 11:15 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to

the individuals appearing before the committee for editing or corrections. Page 1
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SENATE BILL No. 108
By Committee on Federal and State Affairs

1-30

AN ACT conceming the Kansas lottery; authorizing the operation of
video lottery nut_hmf_w amending K.S.A. 74-8701, 74-8702, 74-8710,
74-8711 and T4-8721 and repealing the existing sections.

Be it enacted by the Legislature of the State of Kansas:

New Section 1. (a) The Kansas lottery is hereby authorized to con-
duct video lottery games and operate video lottery machines.

(h)  The executive director may enter into contracts for the placement
of video lottery machines at a facility owned by any lottery retailer who
has been a lottery retailer for at least three consecutive years prior to
entering a contract for the placement of video lottery machines under
this section.

{¢) (1) The executive director shall allow no more than five video
lottery machines per facility.

(2) Al video lottery machines shall be placed in an area where the
admission of minors is restricted.

(d) The lottery shall have direct control of all video lottery machines
and shall operate the same from a central processing unit at the lottery.
All video lottery machines shall be linked to a central computer for the
purposes of security, monitoring and auditing,

(e) The executive director shall provide technology services for video
lottery machines or shall enter into contracts with a technology services
l')l()\'.id(,l for the pr uvision of such services.

A video lottery machine shall payout an

(g) Of the net proceeds, after payment of prizes:

(1) Twenty percent shall be paid to the technology services provider;

(2) thirty percent shall be paid to the video lottery retailer; and

(3) the balance shall be deposited in the lottery operating fund es-
tablished by K.S.A. 74-8711, and amendments thereto.

(h) The video lottery retailer shall provide, without compensation or
reimbursement, the retailer’s own license fees, electrical and telephone
service to the machines, floor space and labor to pay prizes and such
other services as required pursuant to such retailer’s contract with the
lottery.

average of not less than 87% of the
amount wagered over the life of the
machine.

Senate Fed & State
Date: 03 / v /2003
Attachment # 2
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See. 20 K.SA. 748701 is hereby amended to read as follows: 74-
8701 K.S.A. 748701 through 74-8721 and seciion 1. and amendments
thereto, shall be known as anidl may be cited as the Kansas lottery act.

Sec. 3. K.S.A. 7T4-8702 is h(emby amended to read as follows: T4-
8702 As used in the Kuansas lottery act, unless the context otherwise
requires:

(a)  “Commission” means the Kansas lottery commission.

(h)  “Executive director”™ means the executive director of the Kansas
lottery.

(e) “Canning equipment" means any electrie, electronic or mechani-
cal device, video lotiery machine or other equipment unique to the Kansas
lottery used directly in the operation of any lottery and in the determi-
nation of winners pursuant to this act.

(d)  “Kansas lottery™ means the state agency created by this act to
operate a [()tten or lotteries pursuant to this act.

(e) L()tter\ retailer” means dﬂy‘1')6]‘;(]n\\fl[h\'\’h()m the Kansas lotten
has contracted for the placement of video lottery machines for operation
Dy the pubhc or to sell lottery tickets or shares, or both, to the public.

(f)  “Lottery” or “state lot'ter\y means the lottery or lotteries and video
lotteries operated pmsudnt to this act.

(g) “Major procurement”™ means any gaming product or service or
video lottery machine, product or sercice, including but not limited to
facilities, advertising and promotional services, annuity contracts, prize
payment agreements, consulting services, equipment, tickets and other
products and services unique to the Kansas lottery, but not including
materials, supplies, equipment and services common to the ordinary op-
erations of state agencies.

(h)  “Person” means any natural person, association, corporation or
partnership.

(i) “Prize” means any prize paid directly by the Kansas lottery pur-
suant to its rules and regulations.

(j}  “Share”™ means any intangible manifestation authorized by the
Kunsas l()ttc:'\ to prove pal‘tiupdtlon ina lotteq game.

(k) “Ticket” means any tangible evidence issued by the Kansas lottery
to prove participation in a ]ottex}-' game.

(I “Vendor”™ means any person who has entered into a major pro-
curement contract with the Kansas lottery.

(m)  “Returned ticket™ means any ticket which was transferred to a
lottery retailer, which was not sold bv the lottery retailer and which was
returned to the Kansas lottery for lefund by issuance of a credit or

otherwise.

2-2
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(n) (1) “Video loticry machine” means any electronic, electro-me-
chanical, video or computerized device, contrivance or machine author-
ized by the commission which, upon the insertion of cash, tokens, clec-
fronic cards or any consideration, is available to play, operate orsimulate
the play of. a game authorized by the commission, including but not lim-
ited to, bingo, poker, blackjack and keno and which maz/ dclrwrm enfrﬂe
the phfycr operating the machine 1o mcewc : e = 5

M .1 5 " Video Ir:ﬂcn/ machines may use
bill validators and may be smg.’c-posmon reel-type, single or multigame
video and single-position multigame video electronic games including, but
not limited to, bingo, poker, blackjack and keno.

(2)  “Video lottery machine” shall not include any casino table game,
such as craps, poker, blackjack, roulette, keno, layout, numbers, tickets,
bacearat, Klondike table, punchboard, punch cards, faro layout, ticket or
pull tab.

{(0) (1) “Lottery machine” means any machine or device that allows
a plaver to insert cash or other form of consideration and may deliver as
the result of an element of chance, regardless of the skill required by the
plaver, a prize or evidence of a prize, including, but not limited to:

(A) Any machine or device in which the prize or evidence of a prize
is determined by both chance and the player’s or players’ skill, including,
but not limited to, any machine or device on which a lottery game or
lottery games, such as poker or blackjack, are played;

(B) any machine or device in which the prize or evidence of a prize
is determined only by chance, including, but not limited to, any slot ma-
chine or bingo machine; or

(C) any lottery ticket vending machine, such as a keno ticket vending
machine, pull-tab vending machine or an instant-bingo vending machine.

(2) “Lottery machine™ shall not mean:

(A)  Any food vending machine defined by K.5.A. 36-501, and amend-
ments thereto;

(B) any nonprescription drug machine authorized under K.S.A. 65-
650, and amendments thereto;

(C) any machine which dispenses only bottled or canned soft drinks,
chewing gum, nuts or candies; er

(D) any machine excluded from the definition of gambling devices
under subsection (d) of K.S.A. 21-4302, and amendments theretos; or

(E) any video lottery machine authorized under KS.A. 74-8701 et
seq.. and amendments thereto.

| for cash or merchandise

| tokens or credits that may be redeemed

23
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{p) “Technology sercices provider” means any person or entity that
desions, manufacturers, installs, operates, disiributes, supplies or replaces
a video loftery machine for sale, lease or use in accordance with the Kansas
lotiery act.

See. 4. K.S.A. 74-8710 is hereby amended to read as follows: 74-
§710. (a) The commission. upon the recommendation of the executive
director, shall adopt rules and regulations governing the establishment
and operati(m of a state l()ttel}-’ as necessary to carry out the purposes of
this act. Temporary rules and regulations may be adopted by the com-
mission without being subject to the provisions and requirements of
K.S.A. 77-415 through 77-438, and amendments thereto, but shall be
subject to approval by the attorney general as to legality and shall be filed
with the secretary of state and published in the Kansas register. Tem-
porary and permanent rules and regulations may include but shall not be
limited to: ‘

(1) Subject to ‘the provisions of subsection (c) and section I, and
amendments thereto, the types of lottery games to be conducted, includ-
ing but not limited to instant lottery, on-line and traditional games—but
ret-inehading and games on video lottery machines er buf not including
lottery machines.

(2) The manner of selecting the winning tickets or shares—esxeept
that;, If a lottery game utilizes a drawing of winning numbers, a drawing
among entries or a drawing among finalists, such drawings shall always
shall be open to the public and shall be recorded on both video and audio
tape.

(3) The manner of payment of prizes to the holders of winning tickets
or shares.

(4) The frequency of the drawings or selections of winning tickets or
shares or winners of video lottery games.

(5) The type or types of locations at which tickets or shares may be

sold orfwhicl video lofiery machines may be placed.

(6) The method or methods to be used in selling tickets or shares or
video lottery games.

(7)  Additional qualifications for the selection of lottery retailers and
the amount of application fees to be paid by each,

{8) The amount and method of compensation to be paid to lottery
retailers. including special bonuses and incentives.

(9) Deadlines for claims for prizes by winners of each lottery game
and video lottery game.

(10) Provisions for confidentiality of information submitted by ven-
dors pursuant to K.S.A. 74-8705, and amendments thereto.

(11) Information required to be submitted by vendors, in addition to
that required by K.5.A. 74-8705. and amendments thereto.
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(12} The major procurement contracts or portions thereof to he

awarded to minority business enterprises pursiant to subsection (a) of

K.S.A. 74-6705, and amendments thereto, and procedures for the award
thereof.

(b)  Nonew lottery game shall commence operation afterthe-effective
dute-ofthisaet unless fnst approved by the governor or, in the governor’s
absence or disability, the lieutenant governor,

(¢)  The lettere commission shall ddopt rules and regulations concern-
ing the game of keno. Such rules and regulations shall require that the
amount (Jf time which elapses between the start of games shall not be
less than four minutes.

() Inaddition to rules and regulations adopted under subsection (a),
the commission may adopt any othcr rules and regulations concerning
video lottery machines, video lottery games and udeo lottery retailers
which the commission deems necessary.

Sec. 5. K.S.A. 74-8711 is hereby amended to read as follows: 74-
8711. (a) There is hereby established in the state treasury the lottery
operating fund.

{(b) The executive director shall remit all moneys collected from the
sule of lottery tickets and shares, the operation of video lottery machines
and any other moneys received by or on behalf of the Kansas lottery to
the state treasurer in accordance with the provisions of K.S.A. 75-4215,
and amendments thereto. Upon receipt of each such remittance, the state
treasurer shall deposit the entire amount in the state treasury to the credit
of the lottery operating fund. Moneys credited to the fund shall be ex-
pended or transferred only as provided by this act. Expenditures from
such fund shall be made in accordance with appropriations acts upon
warrants of the director of accounts and reports issued pursuant to vouch-
ers approved by the executive director or by a person designated by the
executive director.

(¢) Moneys in the lottery operating fund shall be used for:

(1) The pavment of expenses of the lottery, which shall include all
costs incurred in the operation and administration of the Kansas lottery;
all costs resulting from contracts entered into for the purchase or lease
of goods and services needed for operation of the lottery, including but
not limited to supplies, materials, tickets, independent studies and sur-
Vevs, data transmission, ddvertlsmg pnntmg pmm()tion incentives, puhr
lic relations, communications and distribution of tickets and shaves; and
reimbursement of costs of facilities and services provided by other state
agencies;

(2)  the pavment of compensation to lottery retailers;

(3) transfers of moneys to the l(’)ttm)= prize payment fund pursuant to
K.S.A. 74-8712, and amendments thereto;

2-5
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(4) transfers to the state general fund pursuant to K.S.A. 74-8713,
and amendments thereto;

(3) transfers to the state gaming revenues fund pursuant to subsection
(d) of this section and as otherwise provided by law; and

(6) transfers to the county reappraisal fund as prescribed by laws; and

(7) transfers to the pmblmn gambling grant fund pursuant to this
section.

(d) The director of accounts and reports shall transfer moneys in the
lottery operating fund to the state gaming revenues find created by
K.S.A. 79-4801, and amendments thereto, on or before the 15th day of
each month in an amount certified monthly by the executive director and
determined as follows, whichever is greater:

(1) An amount equal to the moneys in the lottery operating fund in
excess of those needed for the purposes described in subsections (c)(1)
through (c)(4); or

(2)  except for pull-tab lottc:y tickets and shares, an amount equal to
not less than 30% of total monthly revenues from the sales of lottery
tickets and shares less estimated returned tickets. In the case of pull-tab
lottery tickets and shares, an amount equal to not less than 20% of the
total monthly revenues from the sales of pull-tab lottery tickets and shares
less estimated retumed tickets.

(e) On July 1 of each year or as soon thereafter as sufficient moneys
are available, an amount equal to Yio of 1% of the moneys derived from
the operation of video lottery machines during the preceding fiscal year
or §1,000,000, whichever is less, shall be transferred and credited to the
problem gambling grant fund established by K.S.A. 2002 Supp. 79-4805,
and amendments thereto.

Sec. 6. K.S.A 74-8721 is hereby amended to read as follows: 74-
8721. All sales of lottery tickets and shares and all sales of video lottery
machine games shall be exempt from retailers’ sales taxes imposed pur-
suant to K.5.A. 12-187 e¢f seq., and amendments thereto, and from the
tax imposed by the Kansas retailers’ sales tax act.

Sec. 7. K.S.A. 74-8701, 74-8702, 74-8710, 74-8711 and 74-8721 are
hereby repealed.

Sec. 8. This act shall take effect and be in force from and after its

publication in the statute hoold

|
l

Kansas register
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Kansas Legislative Research Department

COMPARISON OF SELECTED BILLS CONCERNING GAMING

February 28, 2003

SB 108

SB 207

SB 208

SB 226

Games Authorized

Video lottery games

Electronic gaming machines

Electronic gaming machines

Electronic gaming machines

Authorized Locations Lottery retailers Parimutuel tracks; plus an un- Parimutuel tracks; one “at-large” | Parimutuel tracks D)
specified number of “at-large” facility E
facilities +~

—- N

Regulatory Agencies Kansas Lottery Kansas Lottery; Racing and Kansas Lottery; Racing and Kansas Lottery; Racing and 08
Gaming Commission Gaming Commission Gaming Commission s

County Election Required No Yes Yes Yes Li)

Required Payout At least 87 percent At least 87 percent At least 87 percent At least 87 percent (D)

+—

Limits on Number 5 per retailer No No No §

of Machines 5
o))

Sales Tax Exempt Yes Yes Yes Yes

Effective Date Statute Book Kansas Register Kansas Register Kansas Register

Disposition of Net Technology Provider 20.0% | Parimutuel Licensees: Parimutuel Licensees: Parimutuel Licensees:

Gaming Revenue Retailer 30.0% | Machine Operators 66.0% | Regulation 1.5% | Regulation 1.0%
Lottery Operating Fund _50.0% | Problem Gambler 0.5% | Gaming Revenue Fund  1.5% | Problem Gambler 0.5%
100.0% | State General Fund 20.0% | Problem Gambler 0.5% | County 1.5%
Nonprofit Organizations  1.0% | County 1.5% | City 1.5%
Also, annual transfer of 1/10 of | City 1.0% | City 1.0% | State General Fund 20.0%
1% of video lottery moneys to County 1.0% | Nonprofit Organizations  0.5% | Horse Supplements 3.5%
the Problem Gambling Grant Dog Supplements 4.0% | Dog Supplements 5.0% | Dog Supplements 3.5%
Fund Horse Supplements 6.0% | Horse Supplements 5.0% | Nonprofit Organizations 1.0%
Regulation 1.0% | State General Fund 25.0% | Machine Operators 67.5%
100.5% | Machine Operators 58.5% 100.0%
At-Large Facilities: 100.0%
Gaming Contractor 60.0% | At-Large Facilities:
Problem Gambler 0.5% | Regulation 1.5%
State Tourism Fund 10.0% | Gaming Revenue Fund  1.5%
State General Fund 25.0% | Problem Gambler 0.5%
) City/County (if contract) ? | State Tourism Fund 2.0%
B Regulation 1.0% | Dog Supplements 5.0%
x‘ 96.5% | Horse Supplement 5.0%
State General Fund 36.5%
?}'{ Machine Operator 48.0%
e 100.0%

£/28/3{11:35AM})

/2003

Attachment # 7

Date: 93 / il
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ansas Legislative Research Department

COMPARISON OF SELECTED BILLS CONCERNING GAMING

February 28, .

SB 249

HB 2340

HB 2372

HB 2405

Games Authorized

Electronic gaming machines;
other lottery games

Electronic gaming machines

Electronic gaming machines

Electronic gaming machines

Authorized Locations

Parimutuel tracks; “at-large”
facilities

Parimutuel tracks; “at-large
facilities

Boot Hill Gaming, Ford County

Parimutuel Tracks

Regulatory Agencies

Kansas Lottery; Racing and
Gaming Commission

Kansas Lottery; Racing and
Gaming Commission

Kansas Lottery; Racing and
Gaming Commission

Kansas Lottery; Racing and
Gaming Commission

County Election Required

Yes

Yes

Yes

Yes

Required Payout

At least 87 percent

At least 87 percent

At least 87 percent

At least 87 percent

Limits on Number No No No No
of Machines
Sales Tax Exempt Yes Yes Yes Yes

Effective Date

Kansas Register

Kansas Register

Kansas Register

Kansas Register

Disposition of Net
Gaming Revenue

Parimutuel Licensees:

Machine Operators 65.5%
Problem Gambler 0.5%
State General Fund 20.0%
Nonprofit Organizations ~ 1.0%
City 1.0%
County 1.0%
Dog Supplements 4.0%
Horse Supplements 6.0%
Regulation 1.0%
100.0%
At-Large Facilities:
Machine Operator 73.5%
Regulation 1.0%
Problem Gambler 0.5%
State Tourism Fund 5.0%
State General Fund 20.0%

City/County (if contract) ?
%

Parimutuel Licensees:

Problem Gambler 0.5%
City 1.0%
County 1.0%
Dog Supplements 4.0%

Horse Supplements 6.0%
Nonprofit Organizations  1.0%
State General Fund 20.0%
Machine Operators 66.0%
Regulation 1.0%
100.5%
At-Large Facilities:
Machine Operator 60.0%
Regulation 1.0%
Problem Gambler 0.5%
State Tourism Fund 10.0%
State General Fund 25.0%

City/County (if contract) 2
96.5%

Machine Operators 65.0%
Problem Gambler 0.5%
Tourism Fund 5.5%
State General Fund 25.0%
City 1.5%
County 1.5%
Regulation 1.0%

100.0%

Problem Gambler 0.5%
State General Fund 20.0%
Nonprofit Organizations  1.0%
City 1.5%
County 1.5%
Dog Supplements 3.5%
Machine Operator 71.0%
Regulation _1.0%

100.0%

27406(2/28/3{11:43AM})





