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AN ACT relating to sales and use tax.

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

Section 1.   KRS 139.531 is amended to read as follows:

(1)
Notwithstanding any other provisions of this chapter to the contrary, the taxes imposed by this chapter shall apply to [:

(a)
]fees paid for breeding a stallion to a mare in this state[;

(b)
Sales of horses unless exempted under the provisions of subsections (2)(a) or (2)(d) of this section; and

(c)
The sales price of any horse claimed at any race meeting within this state].

(2)
In addition to any other exemptions provided for the horse industry in this chapter, the taxes imposed under the provisions of this chapter shall not apply to the following activities:

(a)
The sale or use of horses, or interests or shares in horses[, provided the purchase or use is made for breeding purposes only];

(b)
The use of a stallion for breeding purposes by an owner or shareholder of the stallion;

(c)
The trading of stallion services by an owner or shareholder of the stallion;

(d)[
The sale of horses less than two (2) years of age at the time of sale, provided the sale is made to a nonresident of Kentucky. For the purposes of this section, a nonresident means a person as defined in KRS 141.010(15) who is not a resident in this state as defined by KRS 141.010(17) or who is not commercially domiciled in this state as defined in KRS 141.120(1)(b);

(e)]
The boarding and training of horses within this state; and

(e)[(f)]
The temporary use of horses within this state for purposes of racing, exhibiting, or performing.

Section 2.   KRS 230.800 is amended to read as follows:

(1)
There is hereby created in the State Treasury a trust and revolving fund designated as the "Kentucky thoroughbred breeders incentive fund." The fund shall be administered by the Kentucky Horse Racing Authority. For all tax periods beginning on or after June 1, 2005, eighty percent (80%) of all receipts collected under KRS 139.531(1)[(a)] from the sales and use tax on the fees paid for breeding a stallion to a mare in Kentucky shall be deposited in the fund together with any other money contributed, appropriated, or allocated to the fund from all other sources. The money deposited in the fund is hereby appropriated for the uses set forth in this section. Any money remaining in the fund at the close of any calendar year shall not lapse but shall be carried forward to the next calendar year. The fund may also receive additional state appropriations, gifts, grants, and federal funds. All interest earned on money in the fund shall be credited to the fund.

(2)
(a)
The Kentucky Horse Racing Authority shall use moneys deposited in the Kentucky thoroughbred breeders incentive fund to administer the fund and provide rewards for breeders of horses bred and foaled in Kentucky.

(b)
By January 1, 2006, the Kentucky Horse Racing Authority shall promulgate administrative regulations establishing the conditions and criteria for the distribution of moneys from the fund.

(c)
The Department of Revenue may promulgate administrative regulations establishing the procedures necessary to determine the correct allocation of sales tax receipts described in subsection (1) of this section.

(d)
As soon as practicable after the close of each calendar year, beginning with the calendar year ending December 31, 2005, the authority shall disburse to breeders of horses moneys in the Kentucky thoroughbred breeders incentive fund pursuant to the administrative regulations promulgated pursuant to paragraph (b) of this subsection.

Section 3.   KRS 230.802 is amended to read as follows:

(1)
There is hereby created in the State Treasury a trust and revolving fund designated as the "Kentucky standardbred breeders incentive fund." The fund shall be administered by the Kentucky Horse Racing Authority. For tax periods beginning on or after June 1, 2005, thirteen percent (13%) of all receipts collected under KRS 139.531(1)[(a)] from the sales and use tax on the fees paid for breeding a stallion to a mare in Kentucky shall be deposited in the fund together with any other money contributed, appropriated, or allocated to the fund from all other sources. The money deposited in the fund is hereby appropriated for the uses set forth in this section. Any money remaining in the fund at the close of any calendar year shall not lapse but shall be carried forward to the next calendar year. The fund may also receive additional state appropriations, gifts, grants, and federal funds. All interest earned on money in the fund shall be credited to the fund.

(2)
(a)
The Kentucky Horse Racing Authority shall use moneys deposited in the Kentucky standardbred breeders incentive fund to administer the fund and provide rewards for breeders or owners of Kentucky-bred standardbred horses.

(b)
By January 1, 2006, the Kentucky Horse Racing Authority shall promulgate administrative regulations establishing the conditions and criteria for the distribution of moneys from the fund.

(c)
The Department of Revenue may promulgate administrative regulations establishing the procedures necessary to determine the correct allocation of sales tax receipts described in subsection (1) of this section.

(d)
As soon as practicable after the close of each calendar year, beginning with the calendar year ending December 31, 2005, the authority shall disburse moneys in the Kentucky standardbred breeders incentive fund to be used to promote, enhance, improve, and encourage the further and continued development of the standardbred breeding industry in Kentucky, under the administrative regulations promulgated pursuant to paragraph (b) of this subsection.

Section 4.   KRS 230.804 is amended to read as follows:

(1)
There is hereby created in the State Treasury a trust and revolving fund designated as the "Kentucky horse breeders incentive fund." The fund shall be administered by the Kentucky Horse Racing Authority. For tax periods beginning on or after June 1, 2005, seven percent (7%) of all receipts collected under KRS 139.531(1)[(a)] from the sales and use tax on the fees paid for breeding a stallion to a mare in Kentucky shall be deposited in the fund together with any other money contributed, appropriated or allocated to the fund from all other sources. The money deposited in the fund is hereby appropriated for the uses set forth in this section. Any money remaining in the fund at the close of any calendar year shall not lapse but shall be carried forward to the next calendar year. The fund may also receive additional state appropriations, gifts, grants, and federal funds. All interest earned on money in the fund shall be credited to the fund.

(2)
(a)
The Kentucky Horse Racing Authority shall use moneys deposited in the Kentucky horse breeders incentive fund to administer the fund and provide rewards for breeders of horses bred and foaled in Kentucky.

(b)
By January 1, 2006, the Kentucky Horse Racing Authority shall promulgate administrative regulations establishing the conditions and criteria for the distribution of moneys from the fund.

(c)
The Department of Revenue may promulgate administrative regulations establishing the procedures necessary to determine the correct allocation of sales tax receipts described in subsection (1) of this section.

(d)
As soon as practicable after the close of each calendar year, beginning with the calendar year ending December 31, 2005, the authority shall disburse to breeders of horses moneys in the Kentucky horse breeders incentive fund pursuant to the administrative regulations promulgated pursuant to paragraph (b) of this subsection.

Section 5.   This Act takes effect August 1, 2006.
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