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Date

MINUTES OF THE SENATE FEDERAL AND STATE AFFAIRS COMMITTEE

The meeting was called to order by Chairman Pete Brungardt at 10:30 a.m. on March 17, 2004 in Room
231-N of the Capitol.

All members were present.

Committee staff present:
Russell Mills, Legislative Research
Dennis Hodgins, Legislative Research
Theresa Kiernan, Revisor of Statutes’ Office
John Beverlin, Committee Secretary

Conferees appearing before the committee:
Matt All, Governor’s Chief Counsel
Doug Lawrence, Kansas Greyhound Association

Others attending:
See Attached List.

Chairperson Brungardt called the meeting to order and asked the committee to take action on SB 499, Kansas
expanded gaming opportunity act; authorizing destination casinos, electronic and video gaming and
other games at certain locations. He presented a petition signed by several members of The Loyal Order
of Moose in support of SB 499, to the committee (Attachment 1). Chairperson Brungardt then asked Matt
All to provide an overview of the bill to the committee.

Mr. All presented his an overview of the bill. He then asked the committee to consider an amendment to the
bill concerning how monies would be transferred to accounts in the gaming revenue fund, oversight fund, the
operating expenses fund for each destination casino, the breeds’ purse supplement fund, and the problem
gaming fund. The amendment would require the director to legally certify each transfer (Attachment 2).

Senator Gilstrap made a motion to amend the bill. The motion was seconded by Senator Vratil. The motion
to amend SB 499 passed.

Chairperson Brungardt asked for additional amendments.

Senator Teichman stated she had several amendments to support Kansas breeders (Attachment 3). She
explained each amendment to the committee.

Chairperson Brungardt asked the committee for questions.

Senator Vratil explained that it would not be proper to vote on all of Senator Teichman’s amendments at once.
He further explained there were some amendments he could support and some he felt like he could not
support.

Chairperson Brungardt asked Senator Vratil to single out the amendments he could not support.

Senator Vratil explained that the first amendment he could not support was the amendment to page seven, line
33.

Senator Teichman explained the amendment was meant to enable local authorities to control whether gaming
facilities are built in the area.

Senator Vratil explained that local authority would have control through zoning and development ordinances.
He further explained that the bill requires a local vote before a gaming facility can be constructed.

Chairperson Brungardt called for a voice vote on the amendment.
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The bill was not amended on page seven, line 33.

Senator Vratil asked Senator Teichman to explain the proposed amendment to page 23 and page 24, section

(b).
Senator Teichman deferred the question to Doug Lawrence.

Mr. Lawrence explained the proposed amendment on page 23 to the committee. The amendment concerned
the number of live races a pari-mutuel track would be required to hold each year in order to be eligible for
video lottery terminals.

Senator Vratil explained that it appears the proposal was an attempt to micro-manage the pari-mutuel tracks.
For that reason, he further explained, he opposed the proposed amendment to page 23 and page 24, section

(b).

Chairperson Brungardt asked Mr. All for his opinion.

Mr. All explained that the Governor’s office did not oppose the amendment. He further explained that he saw
the reason for the required racing days as a way to guarantee the pari-mutuel facilities also operated as a track

for the benefit of Kansas breeders.

Senator Clark asked Mr. Lawrence why video lottery terminals would be allowed 90 days prior to the first race
date in Pittsburgh.

Mr. Lawrence explained that the track was closed. The 90 days prior was beneficial to raise money for purses
for the open period of racing.

Senator Vratil asked Mr. All why the Governor’s original proposal did not include a provision requiring a
number of race dates in order for the pari-mutuel track to qualify for video lottery terminals.

Mr. All explained that it was added after feed-back from the breeders.

Chairperson Brungardt asked the committee for a voice vote on the amendment to page 23 and page 24,
section (b).

The bill was not amended on page 23 and page 24, section (b).

Senator Vratil stated he also opposed the amendment on page 24 sections (e) and (f). He explained that it was
also an attempt to micro-manage pari-mutuel facilities.

Senator Teichman explained the attempt made by the breeders to come together. She explained that the
amendments that she had proposed were a product of that effort.

Chairperson Brungardt asked about the effect of simulcasts on the breeds. He wanted to know if simulcasting
brought revenue to the breeds.

Mr. Lawrence explained that the simulcasting exposed the industry of the breeders to the public.

Senator Vratil asked if the amendment required pari-mutuel facility owners to provide simulcasting, regardless
of the owner’s ability to pay for or benefit from the simulcasting.

Mr. Lawrence explained that the intention of the amendment was not to require simulcasting but will allow
them to have simulcasting.

Senator Vratil explained that the way he reads the amendment, simulcasting would be required.
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Mr. Lawrence explained that it was not the intention.

Senator Vratil suggested replacing the word “shall” in the proposed amendment to page 24 sections (e) and
(f) with the word “may.”

Senator Vratil made a motion to change the wording in the proposed amendment and to amend the bill on
page 24. proposed sections (e) and (f). The motion was seconded by Senator Teichman. The word changes
were made and the bill was amended on page 24.

Senator Vratil asked for an explanation of the proposed amendment to page 25, section (a).

Mr. Lawrence explained that the net video lottery terminal income that goes to the pari-mutuel sales agent
would increase from 21 to 25 percent. He further explained that the state’s percentage is 68 percent.

Senator Vratil asked who would be losing four percent, if the pari-mutuel sales agent was getting an additional
four percent.

Mr. Lawrence explained that ultimately it was reducing the bottom line to the state.

Senator Vratil explained that he would have to oppose the proposed amendment to page 25, section (a)
because it decreases the amount of money that would be received by the state.

Chairperson Brungardt asked Mr. All for his opinion on the amendment.
Mr. All explained that 25 percent seems like the appropriate percent.
Chairperson Brungardt asked for a voice vote on the proposed amendment to page 25, section (a).

The bill was not amended on page 25, section (a).

Senator Vratil asked Mr. Lawrence about the second amendment to page 25, on section (c). He wanted to
know which group would lose money if the bill was amended.

Mr. Lawrence explained that it would reduce the amount of money to be received by the state.
Senator Vratil stated he would have to oppose the proposed amendment to page 25, section (c).
Chairperson Brungardt asked the committee for a voice vote on the proposed amendment.

The bill was not amended on page 25, section (c).

Senator Vratil asked for an explanation of the proposed amendment to page 28.

Mr. Lawrence explained that the language deals with the funding of a breed development fund. He further
explained that it only redistributes the money.

Senator Vratil asked if the amendment took money from any other entity.
Mr. Lawrence explained that it only redistributed money, no entity lost a share of money, including the state.

Senator Vratil stated that he had no objections to the proposed amendment to page 28. He also stated that he
had no further objections to other proposed amendments by Senator Teichman.

Chairperson Brungardt asked the committee if there were any other oppositions to amendments.

Senator O’ Connor stated that she opposed the proposed amendment to page nine, section (f). She explained
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that the amending language reverses the original language and its intent.
Mr. All explained her point was well taken. He explained that in some circumstances, it may be feasible to
have more than one casino in sooner than two years. The amendment would require the Casino Commission

to make a finding that it was the case where two casinos were feasible within the same community without
waiting two years.

Senator O’ Connor stated that she opposed the amendment. She explained that she felt two years was not that
long to wait before a second casino was built in the same community.

Chairperson Brungardt asked for a vote on the proposed amendment to page 9, section (f).

The bill was amended on page 9, section (f).

Senator Clark asked for the reason behind the increase in the number of video lottery terminals on page 20,
from 2500 to 4000 terminals.

Mr. All explained that the number was appropriate to give a proper amount of revenue to the track owners
and the breeders in the state without becoming a destination casino. The number was reached by the track
owners and the breeders.

Chairperson Brungardt asked if the legislation calls for up to 4000 video lottery terminals.

Mr. All stated that Chairperson Brungardt was correct, the legislation calls for up to 4000 video lottery
terminals.

Chairperson Brungardt asked for a vote on the proposed amendment to page 20, section (e).

The bill was amended on page 20, section (e).

Chairperson Brungardt asked the committee if there were any other objections to Senator Teichman’s
proposed amendments.

Russell Mills explained that there was a technical problem with page 10.
Chairperson Brungardt asked the revisor to correct any technical problems that may exist within the bill. He
then asked the committee to take action on the rest of the proposed amendments to SB 499 by Senator

Teichman.

The bill was amended according to the rest of the proposed amendments by Senator Teichman.

Chairperson Brungardt thanked the committee.

The meeting was adjourned at 12:00 p.m. The next meeting is scheduled for March 18, 2004, at 10:30 a.m.
in room 231-N.
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To: Kansas Federal and State Affairs Committee

Senator Pete Brungardt — Chair, Room Number: 143-N

Senator Bob Lyon - Vice Chair, Room Number: 143-N

Senator Mark S Gilstrap - Ranking Minority, Room Number: 138-N
Senator Stan Clark — Member, Room Number: 449-N

Senator Jim Barnett — Member, Room Number: 136-N

Senator Ruth Teichman — Member, Room Number: 143-N

Senator Kay O'Connor — Member, Room Number: 521-8

Senator John L Vratil — Member, Room Number: 522-S

Senator Donald Betts — Member, Room Number:; 404-N

300 S.W. 10th Street
Topeka, KS 66612-1504

Re: Senate Bill 499 - Kansas expanded gaming opportunity act; authorizing
destination casinos, electronic and video gaming and other games at certain
locations.

Dear Senator Brungardt,

We, the undersigned, support Senate Bill 499 - Kansas expanded gaming opportunity act;
and believe strongly that the government has introduced a good and well intentioned
piece of legislation.

We believe, as Veterans and Fraternal organizations: The American Legion; The
Veterans of Foreign Wars; The Fraternal Order of Eagles; The Benevolent and
Protective Order of Elks; The Knights of Columbus; The Loyal Order of Moose;
The Order of the Mystic Shrine; which are licensed as a class A club pursuant to the
club and drinking establishment act, and have been in continuous existence and operation
for a period of not less than five years prior, are in favor of Senate Bill 499 as submitted
to the Kansas State Federal and State Affairs Committee.

From an economic standpoint, Gambling locations already present in the State of Kansas,
as well as, other neighboring States increased Gambling opportunities which have
negatively impacted our Charitable Bingo Revenues and our Charities. With more and
more citizens of Kansas looking for assistance for youth programs, scholarships and
education, this Bill would allow us to offset our past loses and allow us to continue
assistance back to our communities.

We take this opportunity to thank you for your attention to our concerns, and look
forward to having an opportunity to work with the government to enact this legislation
for the good of Kansas.

Sincerely,
The Undersigned

Senate Federal and State Affairs Com.
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We, the undersigned, support Senate Bill 499 - Kansas expanded gaming opportunity

act; and believe strongly that the government has introduced a good and well intentioned
piece of legislation.
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We, the undersigned, support Senate Bill 499 - Kansas expanded gaming opportunity
act; and believe strongly that the government has introduced a good and well intentioned
piece of legislation.
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We, the undersignéd, support Senate Bill 499 - Kansas expanded gaming opportunity
act; and believe strongly that the government has introduced a good and well intentioned
piece of legislation.
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(c) The executive director shall cerlify weekly to the director of
accounts and reports the percentages or amounts to be transferred

| from each account maintained in the gaming act revenues fund to the

gaming act oversight fund, the destination casino operaling expenses
fund, the live horse racing supplement fund, the live greyhound racing
purse supplement fund and the problem gambling grant fund, as
provided by the certificate of authority or section 18, and amendments
thereto. Upon receipt of the certification the director of accounts and
reports shall transfer amounts from each such account in accordance
with the certification of the executive director. Once each week the
executive director shall cause amounts from each such account to be
paid to cities, counties and destination casino managers in accordance
with the certificate of authority and to video lottery parimutuel sales

‘agents and video lottery club sales agents in accordance with section

18, and amendments thereto.
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SENATE BILL No. 499
By Committee on Federal and State Affairs
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AN ACT concerning lotteries; enacting the Kansas expanded gaming op-
portunity act; authorizing operation of destination casinos, electronic
gaming machines, video lottery terminals and other lottery games at
certain locations; prohibiting certain acts and providing penalties for
violations; amending K.S.A. 74-8702, 74-8705, 74-8710, 74-8711 and
74-8723 and K.5.A. 2003 Supp. 19-101a end repealmg the existing

sections.

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

Secton 1. K.S.A.74-8702 is hereby amended to read as follows: 74-
8702. As used in the Kansas lottery act, unless the context otherwise
requ.lres

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

{(b) “Executive director” means the executive director of the Kansas

lottery.

T : i Teebrioalembmomi Lo
fe)—"Gaming equipment™means-any-clectrie-electronic-or-mechani
eﬂi—dcm&mﬂa&m-&q

entunique-to-the Fanseslottery-used-direetly
in-the-operation-of anylottery-and-inthedetermination-ofwinners-pur-
surnt-to-this-aet:

(c) “Gaming equipment” means any electric, electronic, computerized
or electromechanical machine, mechanism, supply or device, or any other
equipment, which is: (1) Unique to the Kansas lottery and used pursuant
to the Kansas lottery act; (2) integral to the operation of an electronic
gaming machine; or (3) affects the results of an electronic gaming machine
by determining win or loss.

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

(e) “Lottery retailer” means any person with whom the Kansas lottery
has contracted to sell lottery tickets or shares, or both, to the public.

(f) “Lottery” or “state lottery” means the lottery or lotteries operated
purmant to this act.

(g) “Major procurement” means any gaming product or service, in-
cluding but not limited to facilities, advertising and promotional services,
annuity contracts, prize payment agreements, consulting services, equip-
ment, tickets and other products and services unigue to the Kansas lot-
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slepl)rother, sister, stepsister, parent or stepparent or anyone who resides
in such person’s household, shall: )

(1) Be employed by or have any financial interest in any destination
casino, any destinabon enlerprise, destination enterprise manager, des-
tination casino manager or any business engaged in gaming or operating
a lottery, selling goods or services used in the operation of gaming or a
lottery or representing the gaming or lottery industry, while or within two
years before or after such person is a member of the destination casino
commission; or

(2) accept any compensation, gift, loan, entertainment, hospita]it‘y,
favor or service from any applicant for or holder of a certificate of au-
thority, any destination enterprise, any destination enterprise manager,
destination casino manager or any person selling goods or services used
in the operation of gaming or a lottery, or any agent or employee thereof.

Violation of the provisions of this subsection is a class A nonperson
misdemeanor upon convicton for a first offense. Violation of this sub-
section is a severity level 8, nonperson felony upon conviction for a second
or subsequent offense.

(g) The destination casino commission is hereby attached to the Kan-
sas lottery as a part thereof. All budgeting, purchasing and related man-
agement functions of the destination easino commission shall he admin-
istered by the executive director. The executive director shall provide
office and meeting space and such clerical and other staff assistance as
may be necessary to assist the destination casino commission in carrying
out its powers, duties and functions under this act. The destination casino
commission may employ any experts, consultants or other professionals
at the expense of a prospeetive destination enterprise manager to provide
assistance in evaluating a destination enterprise proposal submitted to the
destination casino commission.

New Sec. 5. (a) The destination casino commission shall review pro-
posals for destination enterprises and destination casinos submitted to the
destination casino commission by applicants seeking to become destina-
tion enterprise managers and destination casino managers/The destina-
ton casine commission may charge applicants an administralive applica-
tion fee reasomably related to the actual costs of processing the
application.

(L) A parimutuel hcenseem;pply to develop and manage a des-
tination enterprise and destination casino at the parimutuel licensee lo-
cation only if such development shall maintain live racing facilities and
operations and included in the expenses of such operation are provisions
for purse supplements adequate to encourage live racing and the asso-
ciated agricultural industries in Kansas, The amount of such purse sup-
plements shall be determined through the negotiation of a binding con-

On.i)( after such.applicant_ provides evidence of approval for development of such
famhty. f"rqm Fhe governing body of the city where the facility will be located or. if
the facility will not be located within any city, from the governing body of the

county.
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pari-mutuel licensee location pursuant to th
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Y terminals by the Kansas lotfery at a
& provisions of sections 11-20 of {his
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tract between the parimutuel licensee and representatives of the horse.

and greyhound racing industry. As a part of its application for authori-
zation to develop a destination casino at a parimutuel licensee location, a
perimutuel licensee shall provide the destination casino commission with
a contract approved by the official breed registering agencies as recog-
nized by the Kansas racing and gaming commission pursuant to K.S.A.
T74-8830 and 74-8832, and amendments thereto. The contract shall specify
the distributions to be made from the gross destination casino revenues
to provide purse supplements to the appropriate breed groups. Such con-
tract shall become a part of the management contract if the parimutuel
licensee is authorized to develop a destination casino. A parimutuel li-
censee must receive the consent of its organization licensee, as defined
in K.5.A. 74-8802, and amendments thereto, before applying to develop
a destination enterprise and destination casino under this act, A dest-
nation enterprise and destination casino shall not exist at a parimutuel
licensee location except as provided in this section.

(c) Subject to the provisions of section 7, and amendments thereto,
the destination casino commission, in its discretion, may issue a certificate
of authority for the proposed destination casino, if the destination casino
commission determines that: ‘

(1) The proposal constitutes a destination enterprise and a destination
casino;

(2) the proposal: (A) Includes ancillary destination enterprise opera-
tons which would provide for dining, lodging, meetings, conferences and
entertainment other than gaming; and (B) demonstrates through a market
study that, considering all other competing gaming and other entertain-
ment venues, the proposal would (i) be economically feasible, (i) be prof-
itable for the state and (iii) not render economically infeasible any other
destination enterprise, destination casino or tribal gaming facility which
is approved by the state and in which the state has a financial stake;

{3) the proposed destination enterprise either; (A) Consists of an in-
vestment in infrastructure, including ancillary destination enterprise op-
erations, of at least $75 million; or (B) consists of an investment in infra-
structure, including ancillary destination enterprise operations, of at least
$30 million and demonstrates through a market study that at least 15%
of its gaming consumers would reside outside the state of Kansas; and

(4) the applicant: (A) Has sullicient access to financial resources to
support the activities required under the Kansas expanded gaming op-
portunity act; (B) is current in payment of all taxes, interest and penalties
owed to any taxing subdivisian where the person Is located in Kansas; and
(C) is current in filing all applicable tax returns and in payment of all
taxes, interest and penalties owed to the state of Kansas, excluding items
under formal appeal pursuant to applicable statutes; and

2-2
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(5) the applicant, the principals and the officers and directors, if a
carporation, have completed acceptable background investigations by
federal or state authorities.

(d) Ifthe destination casino commission is considering mare than one
proposal for a destination casino, the destination casino commission shall
select the- hat, in the judgment of the destination casino com-
mission, is in the best interest of the state as a whole. The destination
casino commission shall favor Propcsals that: (1) Have larger investments
in infrastructure; (2) create more johs and have higher payroll; (3) have
lower management fees and expenses; (4) create more revenue for the
state; (5) are likely to succeed in the marketplace; (6) have a more ex-
perienced and qualified management team; (7) have more effective and
aggressive plans for identifying and counteracting problem gambling; (8)
would attract more tourists; and (9) have the support of the local
community.

{(e) The destination casino commission shall issue not more than five
certificates of authority. When the destination casino commission has is-
sued three certificates of authority, the destination casino commission
shall commission a statewide [easibility study to determine whether ad-
ditional destination casinos would be in the best interest of the state and
where any additional destination casinos should be located.

() The destination casino commission shall not issue a certificate of
authority for a destination casino within 50 miles of any destination casino
for which a certificate of authority has been issued during the preceding
two year;

(g) 1If a tribal compact is negotiated and signed by the governor and
appraved by the legislature in accordance with K.S.A. 46-2301 et seq.,
and amendments thereto, the destination casino commission shall not
issue a certificate of authority for any destination casino within 50 miles
of the proposed site for the tribal casino until the United States secretary
of interior issues a final decision-on the tribal compact and any related
Jand issues pursuant to the Indian Gaming Regulatory Act, including any
determination under 25 U.S.C. 2719 (b)(1)(A), provided, however, if the
secretary of interior has not made a final decision on the tribal compact
and any related land issues within one year after legislative approval of
the tribal compact, the destination casino commission may consider pro-
posals and issue a certificate of authority for a destination enterprise and
casino to be located within 50 miles of the proposed site for the tribal

-casino. If the secretary of interior gives final approval to the tribal compact

and any related land issues, the destination casino commission shall not
issue a certificate of authority for a destination casino within 50 miles of
the tribal casino for a period of btwo years after such approval.

New Sec. 6. (a) The certificate of authority issued by the destination

proposal or proposals

unless the destination casino commission determines that it is in the best intcrest of
the state to approve either single or multiple proposals within the same market.

" The comimission shall determine through a review of market studies included in

the proposals whether development of more than one facility within the same
marketplace is reasonably feasible. The commission may, if it deems necessary,
comrhission an independent market study, which assesses the market impact of
more than one déstination casino within 50 miles of each other.
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casino commission shall;

(1) Define the size, scope and nature of the destination enterprise,
destination casino and ancillary destination enlerprise operations;

(2) includen comprehensive management plan, submitted by the des-
tination enterprise manager and approved by the destination casino com-
mission, for operation, oversight and monitoring of the destination en-
terprise. The plan shall provide for the management of the destination
casino by the destination casino manager but shall place [ull, complete
and ultimate ownership and control of the gaming operation of the des-
tination casino with the Kansas lottery, In addition, the plan shall include,
but not be limited to:

(A)  Accounting procedures to determine destination casino revenues,
destinabon casino expenses and net destination easino revenues;

(B) provisions for regular audits of the destination casino at any time
but at least one a year:

(C) the location and operation of electranic gaming machines;

(D) minimum requirements for the destination enterprise manager
and destination casino manager to provide qualified oversight, security
and supervision of the operation of electronic gaming machines and des-
tination casino games, including the use of qualified personnel with ex-

perience in applicable technolopy;
~[a certification requirement and enforcement procedure for offi-
Fcers, directors, key employees and persons directly or indirectly owning
2 5% or more interest in a destination enterprise manager or destination
casino manager, which certification requirement shall include compliance
with such security, fitness and background standards as the executive
director may deem necessary relating ta competence, honesty and integ-
rity, such that a person's reputation, habits and associations do not pose
a threat to the public interest of the state or to the reputation of or
effective regulation and control of the destination casino; it being specif-
ically understood that any person convicted of any felony, a crime invalv-
ing gambling or a crime of moral turpitude within 10 years prior to ap-
plying for a certificate as such sales agent or at any time therealter shall
be deemed unfit. The Kansas lottery shall conduct the security, ftness
and background checks required pursuant to such rules and regulations;

36 G_,{—FJ"’ a certification requirement and enforcement procedure for those

37
38
39
40
41
42
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persons, including electronic gaming machine manufacturers, technology -

providers and computer system providers, who propose to contract with
a destination enterprise manager, a destination casino manager or the
stute [or the provision of goods or services related to a destination casina,
including management services, which certification requirements shall
include compliance with such security, fitness and background standards
of officers, directors, key gaming employees and persons directly or in-

N [: ) A requirement that a pari-mutuel licensee developing a destination casino facility

pursuant to this section, comply with all orders, rules and regulations of the
Kansas Racing and Gaming Commission with-resardste-the conduct of live
racing, including minimum days of racing as specified in new section 16.

[Lesary &
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(b) If the destination enterprise manager or destination casino man-
ager is a parimutuel licensee, the certificate of authority shall provide for
the dispuosition of destination casino revenues as follows:

(1) Mot more than 2% of destination casino revenues shall be credited
to the gaming act oversight fund established by section 22, and amend-
ments thereto;

(2) an aggregate of not more than 4% of destination casino revenues
shall be remitted, as determined by the destination casino commission in
its discretion, to the county and city, if any, where the destination enter-
prise is located;

(3) the maximum percentage of destination casino revenues specified
by the certificate of authority for expenses of operation of the destination
casino shall be credited to the destination casino operating expenses fund
established by section 24, and amendments thereto;

(4) a percentage of destination casino revenues specified by the cer-
tificate of authority, but not less than 18% of such revenues, shall be
retained by the state; and

(5) a percentage of destinalion casino net revenues specified by the
certificate of authority shall be paid to the destination casino manager.

(e) If the destination enterprise manager and destination casino man-
ager are not a parimutuel licensee, the certificate of authority shall pro-
vide for the disposition of the gaming revenues from the destination ca-
sino as follows:

(1) Not more than 2% of destinalion casino revenues shall be eredited
to Lhe gaming act aversight fund established by section 22, and amend-
ments thereto;

(2) an apgregate of not more than 4% of destination casino revenues
shall be remitted, as determined by the destination casino commission in
its discretion, to the counly and city, if any, where the destination enter-
prise is loeated;

(3) the maximum percentage of destination casino revenues specified
by the certificate of authority for expenses of operation of the destination
casino shall be credited to the destination casino operating expenses fund
established by section 24, and amendments thereto;

(4) a percentage of destination casino revenues specified by the cer-
tificate of authority, but not less than 22% of such revenues, shall be
retained ]Jy the state; and

(5) a percentage of destination casino net revenues specified by the
certificate of authority shall be paid to the destination casino manager.

(d)  Upon approval of the voters of the county pursuant to section 7,
and amendments thereto, and issuance of the certificate of an thority, the
executive director shall enter into 2 management contract with the des-
tination enterprise manager and destination casino manager. The man-
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agement contract shull implement the provisions of the certificate and
shall be limited by the terms of the certificate. The management contract
shall allow the destination casino manager to manage the destination ca-
Sino in a manner consistent with this act and the certificate of authority
but shall place full, complete and ultimate ownership and control of the
gaming operation of the destination casing with the Kansas lottery. The
Kansas lottery shall retain the ability to overrule any and all significant
gaming decisions at any time, without notice and shall retain full control
over all decisions concerning destination casino games, including which
games are offered at a destination casino, the odds, the payout and other
condilions under which destination casino games are played. Any man-
agement contract that attempts to transfer ownership or control of the
destination casino or its gaming operation shall be null and void. Such
contract shall not be subject to the provisions of K.5.A. 75-3738 through
75-3744, and amendments thereto. The management contract shall re-
quire the destination casino manager to submit a detailed gaming plan to
the executive director for approval by the executive director. The gaming
plan shall include procedures to identify and counteract problem gam-
bling. Failure to follow these procedures shall be cause for cancelling the
management contract. The management contract shall be for a term of
not less than 10 years and shall be renewable by mutual consent of the
state and the destination enterprise manager and destination casino man-
ager. The management contract shall provide that any party may cancel
the contract for cause.

New Sec. 7. (a) Before a management contract is entered into by the
executive director, the qualified voters of the county where a destination
enterprise is proposed to be located must approve the operation of a
destination casino within the county as provided by this section,

(b)  The board of county commissivners of any county may submit by
resolubion, and shall submit upon presentation of a petition filed in ac-
cordance with this section, ta the qualified voters of the county a prop-
osition to permit the operation of a destination casino within the county
pursuant to this section. The proposition shall be submitted to the vaters
cither at a special election called by the board of county commissioners
for that purpose and held not less than 90 days after the resolution is
adopted or the petition is filad or at the next general election, as shall be
specified by the board of county commissioners or as specified in the
petition, as the case may be.

(c} A petition to submit a proposition pursuant ta this section shall
be filed with the county election officer, The petition shall be signed by
qualilied voters of the county equal in number to not less than 10% of
the voters of the county who vated for the office of secretary of state at
the last preceding general election at which such office was elected. The
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following shall appear on the petition: “We request an election to deter-
mine whether the certificate of authority issued by the destination casino

commission to (e of destination enterprise nunnger nnd destinution casiin munager)
to operate a destination casinoin _ county shall be approved.”

(d) Upon the adoption of a resolution or the submission of a
valid petition calling for an election pursuant to this section, the county
election officer shall cause the following proposition to be placed
on the ballot at the election called for that purpose: “Shall the
certificate of authority issued by the destination casino commission to

[tuine of dustination enterprise manaper and di inn tusinn munuger) to OPETEtE a

destinalion casinain —_______ county be approved?”

(0 If a majority of the votes cast and counted at such election is in
favor of approving the specified certificate of authority within the county,
the execulive director may enter into a management contract as provided
by this act for operation of a destination casino within the county. If a
majority of the voles cast and counted at an election under this section is
against permilting the operation of a destination casino within the county,
the executive director shall not enter into any management contract pur-
suant to this act for the operation of a destination casino within the county,
The county election officer shall transmit a copy of the certification of
the results of the election to the executive director.

(g) The election provided for by this section shall be conducted, and
the votes counted and canvassed, in the manner provided by law for
question submitted elections of the county.

New Sec. 8. (a) The Kansas lottery shall examine prototypes of elec-
tronic gaming machines to determine compliance with the certificate of
authorily and the requirements of the Kansas expanded gaming oppor-
tunity act.

(b)  No electronic gaming machine shall be operated pursuant to the
Kansas expanded gaming opportunity act unless the executive director
first issues a certificate for such machine authorizing its use at a specified
destination casino. Each electronic gaming machine shall have the certif:
icate prominently displayed thereon. Any machine which does not display
the certificale required by this section is contraband and a public nuisance
subject to confiscation by any law enforcement officer.

(c) The executive director shall require any manufacturer, suppliér,
provider, destination enterprise manager, destination casino manager or
other person seeking the examination and certification of electronic gam-
ing machines to pay the anticipated actual costs of the examination in
advance. After the completion of the examination, the executive director
shall refund any overpayment or charge and collect amounts sufficient to
reimburse the executive director for any underpayment of actual costs.
The executive director may contract for the examination of electronic
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pose to contract with a video Iottery parimutuel sales agent, a video lottery
club sales agent or the state for the provision of goods or services related
to the video lottery, including management services, which certification
requirements shall include compliance with such security, fitness and
baclkground standards of officers, directors, key employees specified by
the executive director and persons who own, directly or indirectly, 5% or
more of such entity, as the executive director may deem necessary relating
to competence, honesty and integrity, such that a person's reputation,
habits and associations do not pose a threat to the public interest of the
state or to the reputation of or effective regulation and control of the
video lottery; it being specifically understood that any person convicted
of any felony, a crime involving gambling or a crime of moral turpitude
within 10 years prior to applying for a certificate hereunder or at any time
thereafter shall be deemed unfit. The executive director may determine
whether the certification standards of another state are comprehensive,
thorough, and provide similar adequate safeguards and, if s, may in the
executive director’s discretion certify an applicant already certified in such
state wilhout the necessity of a full application and background check.
The Kansas lottery shall conduct the security, fitness and background
checks required under this rule or regulation;

(E) the numnber of video lottery terminals permitted in each pari-
mutuel location and club location. The total number of video lottery ter-

minals at all parimutuel locations shall not exceed W&: club location

shall have more than five video lottery terminals;

(') standards for advertising, marketing and promotonal materials
used by video lottery parimutuel sales agents. Video lottery club sales
agents shall not advertise, market or promote the existence of video lot-
tery terminals at any club location, except to the members of the veterans
or fraternal organization at which the video lottery terminals are located;

(G) the repistration, kind, type, number and location of video lottery
terminals at any parimutuel licensee location or club loeation;

(H) the on-site security arrangements for the video lottery terminals;

(I) regulations and procedures for the accounting and reporting of
the payments required from video lottery parimutuel sales agents and
video lottery club sales zgents under section 21, and amendments thereto,
including the caleulations required for such payments;

(]) requiring the reporting of information about any video lottery par-
imutuel sales agent or video lottery club sales agent, its employees, ven-
dors and finances necessary or desirable to ensure the secutity of the
video Jottery system. None of the information disclosed pursuant to this
subsection shall be subject to disclosure under the Kansas open records
act; and

(K) the reporting and auditing of financial information of video lot-

—~ 14,600
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EX‘EB‘-‘H‘: i:i?::;te shall be revoked upon a finfling tl}.at the certificate
g i bl L N
N (tJE-L)e Kha::abse?nt tsgIEZti:Ee;? zl?zfci:',ugambljng related offense or any

i al turpitude.
C”(T;;E Dimcz:tiﬁca?; may be suspended, revoked or not renewed for any

Df(d]:l)e h;;il“unrl;gt;az?;fy the Kansas lottery ahou.t a rnaFeria.l Cha?}%eelrrsl
ownership of the certificate halder, or any change in the directors, o e
bers thereof;

Dfé‘;m’i ?ei;:lquency in remitting money owed to the Kansas&ftt;;ylisas

(3)  any violaton of any p{g\dsion of any contract between the

i older; or .

IOtFZ;T ZI.:)lr ﬁiliﬁ?ﬁ?ﬁy provision of the Kansas expa.ndec:l gaming
opportunity act or any rule or regulation adopted by th.e comrruusis:mnh;rer

New Sec. 15. (a) Every certified video lottery termfnal man a? .
shall submit a training program for the st?rvice and mmntex;laﬁcet}? 15{1_:;1
video lottery terminals and associated equipment for aplpmv{ thy teajnjn
sas lottery, The training program shall in.clude an Uu_t[me of the tr ; ths
curriculum, a list of instructors and their quahﬁcahons,éi copy o e
instructional materials and the dates, Hmes and location o-ltra.mmg ¥
ses. No service and maintenance program shall be held until approved by

ottery. )

th?b};:anlsilaje]ry serryvz'ce employee shall complete the reqmr;ments of 'til;
manufacturer’s training program before such en_tployee pe or;nstsen:m:
maintenance and repairs on video Iottery terminals or vxc-leu bot ery i
minal associated equipment. Upon the su‘ccessful c?mplel.-mn ﬂ).: a ;?;::;as
employee of the training program r‘elqmred by this section, .ee —
lottery shall issue a certificate authorizing SUC%I employee to sen.m;J1 mein
tain and repair video Jottery terminals s.nd. video lUtte_ry teijmtm | assock
ated equipment, No certificate of completion sh:laﬂ be issue ho a ylo ”
ice employee until the Kansas lottery has ascertained that suc ;?-fd ﬂ}; e
has completed the required training program. Any Perscndcler Jﬁ s
service employee under this section shall pass :}h:a.c!tgroun inves Ig i
under the rules and regulations of the commission. The I.(an§q§ tl.D r};_
may revoke certification upon finding a sal:wce_employeje in :10 a 12:(;2”
any provision of thelKansas expanded gaming dpportunity act or a

ission 1 - regulation.
iﬂ;ﬁﬁ Sl:::e ;%feg(t:\) V(ijdeu Iottery terminals shall not be offered for use

X
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New Section 16. (a) Except as provided in subsection (b):

(1) No video lottery terminal shall be operated at a pari-mutuel licensee location
in Sedgwick county unless, during the first full calendar year and each year (hereafter in
which video lottery terminals are operated at such location, the pari-mutuel licensee
conducts at such location at least eight live greyhound racing programs each calendar
week for the number of weeks raced during calendar year 2002, with at least 13 live races
conducted each program.

(2) Novideo lottery terminal shall be operated at a pari-mutuel licensee location in
Wyandotte county unless, during the first full calendar year and each year thereafter in
which video lottery. terminals are operated at such location, the pari-mutuel licensee
conducts live horse racing programs for at least 65 days, with at least 10 live races
conducted each program, and must offer and make a reasonable effort to conduct a
minimum number of three live races restricted for quarter horses each day and seven ljve
thoroughbred races each day, of which not less than two races each day shall be [imited
to registered Kansas-bred horses apportioned in the same 70-30 ratio that live races are
offered, and with at least eight live greyhound racing programs each calendar week for at
least the same number of weeks raced during 2002, with at least 13 live races conducted
each program. :
(3)  No video lottery terminal shall be operated at a pari-mutuel licensee location in
Crawford county unless, during the first full calendar year and each year thereafter in
which video lottery terminals are operated at such location, the pari-inutuel licensee
conducts at such location at least eight live greyhound racing programs each calendar
week for the number of weeks equal to the number of days raced during calendar year
2002 at a pari-mutuel licensee location in Sedgwick county, with at least 13 Jive races
conducted each program.
(4)  In the case where a pari-mutuel licensee has not held live races pursuant (o a
commission approved schedule in the preceding 12 months, the Kansas racing and
gaming commission shall open a proceeding to determine the number of days ol live
racing required for the remaining days of the first calendar year of operation (o qualify
for operation of video lottery terminals. Such proceeding shall receive festimony and
evidence from affected breed groups, the licensee and others, as the Kansas racing and
gaming commission deems appropriate concerning the schedule of live race days. Such
operation of video lottery terminals shall not commence more than 90 days prior ta the
start of live racing at such facility.
(5) - No video lottery terminals shall be operated at a pari-mutuel licensee location in
Greenwood county at Eureka Downs unless, during the first full calendar vear and ea
year thereafter in which video lottery terminals are operated, the pari-mutuel licensee
shall conduct at such location at least 40 days of live horse racing.
(6)  No video lottery terminals shall be operated at a pari-mutuel licensee location af
Anthony Downs in Harper County unless during the first full calendar year and each year
thereafier in which video lottery terminals are operated the pari-mutuel licensee shall
conduct at such location at least 40 days of live horse racing.
(7)  Greenwood county fair association and Anthony fair association shall qualify as
fair associations pursuant to the provisions of this section and shall be required to comply

with all provisions of K.S.A. 74-8814.
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or play in this state unless approved by the Kansas lottery. Video lottery
terminals may only offer video lottery games authorized by the Kansas

. (b) The Kansas racing and gamin

the requirements of subsection
racing unless such exception is

o COH]HUS.SIDH may not provide an exception to
(_a) for a pari-mutue] licensee conducting live
in the form of an agreement between the frack

lottmy.

(__Cl(-b)’ Mter}' terminals appmved for use or play in this state shall:

(1) Be incapable of manipulation to effect the random probability of
winning plays; )

(2) have one or more mechanisms that accept coins, tokens or other
media approved by the Kansas lottery in exchange for game credits and
2 voucher evidencing said credits, or if approved by the Kansas lottery be
capable of paying cash directly to the player, and such mechanisms shall
be designed to prevent players from obtaining credits or cash by means
of plysical tampering;

(3) be capable of suspending play as a result of physical tampering
until reset at the direction of the executive director or the executive di-
rector’s designee;

(4) have non-resettable electronic meters housed in a locked area of
the video lottery terminal that maintain a permanent record of all moneys
inserted into the terminal, all refunds of winnings, all credits played and
all credits won by players; and

(5) be capable of being linked to the Kansas lottery’s central video
lottery terminal computer system for the purpose of audiling the opera-
tion, financial data and program information as required by the executive
director.

d4er Video lottery terminals operated at club locations shall:

(1) Only be capable of non-cash metheds of initiating play and pay-
ment of prizes, whether by voucher, electronic card, or otherwise, but all
prizes shall be payable in cash by the video lottery club sales agent where
the terminal is located, which video lottery club sales agent shall receive
credit on its lottery account for all prizes paid; however, if a video lottery
club sales agent is unable or fails to pay any prize, subject to claim and
validation such prize may be claimed through and paid by the Kansas
lottery; and

(2) play from a minimum of $.25 per play to a maximum of $2 per
/Ela_% and shall have a maximum prize of $1,000 per pame.

MNew Sec. 17. (a) No person who has held an interest in or been
employed by a parimutuel licensee, a video lottery parimutuel sales agent
or a video lottery club sales agent shall be employed by the Kansas lottery
for two years after the expiration of such interest or employment.

(b) No person who holds an interest in or is employed by the video
lottery terminal manufacturer's vendor shall be employed by the Kansas
lottery.

(¢} Mo employee of the Kansas lottery shall play a video lottery ter-
minal unless specifically authorized by the executive director or the ex-

licensee and i
e appmpria?éeogzgfg rec;gnlged breed group, which has first been reviewed hy
. reed registering agencies, and (1 bini
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r immediate circumstances beyond the control of the licensee, the wed
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. Not withstanding the provisions of K.S.A 74-3336
c,perai_and %agémg commission shall authorize simulca
ton ol video lottery terminals are authori
g are authorized at the racetrack facility
( 1t;lreka Dlsw_ns and thfﬂ racetrack facility at Anthony Downs. ety
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ecutive director's designee for purposes of testing, auditing or other se-
curity reasons.

(d) No person who was employed by the Kansas lottery shall hold an
interest in or be employed by a parimutuel licensee, a video lottery ter-
minal manufacturer's vendor or the central system provider for a period
of two years alter the termination of employment with the Kansas lottery.

New Sec. 18. Net video lottery terminal income shall be distributed
as follows: Ve

(a) Twenty-gat percent of net video lottery terminal income shall be

paid to the vidéa lottery parimutuel sales agent oryvideo lottery club sales

R i |

agent

a video lottery parimutuel sales agent may be reimbursed for marketing, security
and additional labor expenses associated with the placement of video lottery

(b) seven percent of net video lottery terminal income derived from
video lottery terminals at parimutuel licensee locations shall be credited
to the live horse racing purse supplement fund established by section 23,
and amendments thereto;

(c) seven percent of net video lottery terminal income derived from
video ]Gttery terminals at [.)a.rl'muh.le] licensee locations shall be credited
to the live greyhound racing purse supplement fund established by sec-
tion 23, and amendments thereto!

b -
(d) one-half of one percent t!(; net video Iottery terminal income shall

be credited to the problem gambling grant fund established by K.5.A. 79-
4805, and amendments thereto; and

(e) amounts appropriated for expenses of the Kansas lottery attrib-
utable to implementation, administration and enforcement of the provi-
sions of the Kansas expanded gaming opportunity act and oversight, mon-
itoring and of video lottery pursuant to the provisions of such act shall be
credited to the gaming act oversight fund established by section 22, and
amendments thereto.

New Sec. 19. The Kansas lottery commission, upon I:he recommen-
dation of the executive director, shall adopt rules and regulations neces-
sary to carry out the purposes of this act. Temporary rules and regulations
may be adopted by the commission without being subject to the provi-
sions and requirements of K.5.A. 77-415 through 77-438, and amend-
ments 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.

New Sec. 20. (a) All video lottery terminals shall be leased by the
Kansas lottery and shall be obtained from video Iottery terminal manu-
facturers certified pursuant to the Kansas expanded gaming opportunity
act and the rules and regulations adopted by the commission.

(b) The executive director shall contract with an independent labo-
ratory to test video lottery terminals aud associated equipment on a pe-
riodic basis to ensure that the terminals and equipment comply with the

terminals at a parimutuel licensee location pursuant to a management contract with
| the Kansas lottery.

twenty-one percent to the

GUS an additional purse supplement paid to winners of live greyhound races at

! each pari-mutuel licensee location where greyhound races are conducted, for each
Kansas-whelped greyllound an additional amount equal to $60 per point for each
point awarded to. the wmner 5
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in accordance with appropriation acts upon warrants of the director of
accounts and reports issued pursuant to vouchers approved by the exec-
utive director for the purpases set forth in the Kansas expanded gaming

opportunity act.
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(c) All purse supplements paid pursuant to this act shall be according
to the peint schedule in effect on January 1, 2003, at the respective par-
imutuel licensee locations. All purse supplements paid pursuant to this
section shall be in addition to purses and supplements paid under K.5.A.
74-8801 et seq., and amendments thereto.

New Sec. 24. (a) There is hereby established in the state treasury the
destinabion casino operating expenses fund. Separate accounts shall be
maintained in such fund to pay expenses of operation of each destination
casino, All expenditures from the fund shall be made in accordance with
appropriation acts upon warrants of the director of accounts and reports
issued pursuant to vouchers approved by the executive director for the
purposes set forth in this act.

(b) Moneys in accounts in the destination casino operating expenses
fund shall be expended only to pay expenses of operation of the respective
destination casino in accordance with the certificate of authority and the
management contract.

(c) Subject to the limitations of subsections (b)(5) and (c)(5) of see-
tion 6, and amendments thereto, any moneys remaining in an account in
the destination casino operating expenses fund at the end of any fiscal
year shall be transferred to the state general fund.

New Sec. 25. (a) Wagers shall be received only from a person at the
location where the destination casino game or videa lottery game is au-
thorized pursnant to the Kansas expanded gaming opportunity act. No
person present at such location shall place or attempt to place a wager
on behalf of another person who is not present at such location.

r(-a) There is hereby created in the state treasury the live horse racing purse
supplement fund. Twenty-five percent of all moneys paid into the live horse racing
purse supplement fund shall be transferred to the Kansas horse breeding
development fund created pursuant to K.S.A. 74-8829, and amendments thereto.
2% of the moneys credited to the live horse racing purse supplement fund shall be
distributed to the official registering agency to be used for horse regisfration,
administration, development, representation and promotion of the Kansas horse
racing and breeding industries. A complete financial accounting for the use of all
funds received pursuant to this act shall be provided to the Kansas Racing and
Gaming Commission annually. Fifty percent of the moneys deposited in the
Kansas horse breeding development fund pursuant to this subsection shall be used
as purse supplements for registered Kansas bred foals and 50% of such amounts
shall be used as breed awards for registered Kansas bred broodmares and stallions.
The racing and gaming commission shall distribute moneys in the Kansas horse
breeding development fund in accordance with the established percentage of purse
shares between quarterhorses and thoroughbreds. Based on the contribution to the

horse racing and breeding industries in Kansas the distribution_of the balance of
the live horse purse supplement fund shall be in accordance with rules and
regulations adopted by the commission with recommendations by the official
horse registering agency. The board of directors of the official horse breed
registering agency shall consist of the following number of representatives of the
various breeds, five (5) representatives of the Quarter horse breed, {ive (5)
representatives of the thoroughbred breed. Representatives shall be selected by
each breed organization from their respective memberships pursnant to rules and
regulations established by the Kansas Racing and Gaming Commission. In order
to be eligible to serve on the board, participant must be a legal resident of Kansas,
and be a member of the Kansas Quarter Horse Association or the Kansas

Thoroughbred association.

(b) There is hereby established in the state treasury the live greyhound racing
purse supplement fund. Monéys available in such fund shall be paid to pari-mutuel
licensees for distribution as purse supplements in accordance with rules and
regulations of the Kansas racing and gaming commission. Except, such rules and
regulations shall pmv1de that 25% of the total amount credited to such fund shall
be transferred to the credit of the greyhound breeding development fund, created
pursuant to K.S.A. 74-8831, and amendments thereto. Funds transferred into the
greyhound breeding development fund pursuant to this section shall be used to
supplement special stake races and enhancing the amount per point paid to the
owners of Kansas-whelped greyhounds which win live races at Kansas greyhound
tracks in accordance with Kansas racing and Gaming Commission rules and

regulations. Upon the recommendation of the official greyhound breed registry,
the Kansas racing and gaming commission may transfer funds fiom (he Kansas
Greyhound Breed development fund to the purse supplement fund.

2-1
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/_——EJ)‘C No employee or contractor of a destination enterprise manager;
destination casino manager, video lottery parimutuel sales agent or video
lottery club sales agent shall loan money to or otherwise extend credit to
patrons of the destination enterprise, parimutuel licensee or veterans or
fraternal organization.

T4e)= Violation of this section is a class A nonperson misdemeanor upon
a conviction for a first offense. Violation of this section is a severity level
9, nonperson felony upon conviction for a second or subsequent offense.

New Sec. 26. (a) A person less than 21 years of age shall not be
Permitted in an area where destnation casino games or video lotter‘y
games are being conducted, except for a person at least 18 years of age
who is an employee of the destination enterprise manager, destination
casino manager, video lottery parimutuel sales agent or video lottery club
sales agent. No employee under age 21 shall perform any function in-
volved in gaming by the patrons.

(b) No person under age 21 shall play or make a wager on a desti-
nation casino game or video lottery game.

New Sec. 27. (a) Except as when authorized in accordance with sub-
section (c), it is unlawful for any destination enterprise manager, desti-
nation casino manager, video lottery parimutuel sales agent or video lot-
tery club sales agent, or any employee or agent thereof, to allow any
person to play destination casino games or video lottery pursuant to the
Kansas expanded gaming opportunity act, or share in winnings of such
person, knowing such person to be:

(1) Less than 21 years of age;

(2) a member of the destination casino commission, the executive
director, 2 member of the commission or an employee of the Kansas
lottery;

(3) an officer or employee of a vendor contracting with the Kansas’

lottery to supply gaming equipment or tickets to the Kansas lottery for
use in the operation of any lottery conducted pursuant to the Kansas
lottery act;

(4) aspouse, child, stepchild, brother, stepbrother, sister, stepsister,
parent or stepparent of a person described by subsection (a)(2) or (a)(3);
or

(5) a person who resides in the same household as any person de-
scribed by subsection (a)(2) or (a)(3).

(b) Violation of subsection (a) is a class A nonperson misdemeanor
upon conviction for a first offense. Violation of subsection (a) is a severity
level 9, nonperson felony upon conviction for a second or subsequent
offense.

(c) The executive director may authorize in writing any employee of
the Kansas lottery and any employee of a lottery vendor to play a desti-

r(b) The Kansas racing and gaming commission shal
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