Horse Racing Tax

hio’s horse racing tax applies to both pari-mutuel
0 and “exotic” wagering. During fiscal year 2014, the
tax generated about $5.5 million in revenue (on
slightly over $177 million in wagers) for horse racing de-
velopment, home health care and other services for senior
citizens and other purposes.
Ohio has taxed pari-mutuel wagering on horse racing
since 1933. In 1981, the horse racing tax was expanded
to include “exotic” wagering — meaning all bets made on
placements other than win, place or show. An additional
tax on pari-mutuel wagering is also levied for the munici-
pal corporation or township in which racing takes place,
intended as a reimbursement for expenses incurred due to
racing meets.
The Department of Taxation has administered the horse
racing tax since 1953.

Taxpayer
(Ohio Revised Code 3769.08)

The tax is paid by holders of racing permits issued by
the Ohio State Racing Commission.

Tax Base
(R.C. 3769.08, 3769.28, 3769.087)

The base of the tax includes the:
e amount wagered each day on all pari-mutuel racing.
e amount wagered each day on exotic bets.

e total amount wagered at each horse race meeting of a
permit holder.

Rates
Pari-mutuel wagering tax (Rr.c. 3769.08)
The tax rates on daily pari-mutuel wagering are as fol-

lows:

Amount wagered daily Rate
First $200,000 1.0%
Next $100,000 2.0%
Next $100,000 3.0%
Over $400,000 4.0%

Exotic wagering tax (R.C. 3769.087)
In addition to the pari-mutuel wagering tax, a special tax
of 3.5 percent applies to daily wagering on results other
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than win, place and show. Such “exotic wagering” in-
cludes the daily double, perfecta, quinella and trifecta.

Additional pari-mutuel wagering tax (R.C. 3769.28)
The tax is levied as follows:

Total wagering per meet Rate
Less than $5 million 0.10%
$5 million or more 0.15%

Revenue from the additional pari-mutuel wagering tax
is distributed to the municipal corporation or township in
which racing takes place. It is intended to reimburse these
areas for expenses incurred due to racing meets. The mu-
nicipal corporations and townships receiving the money
may reimburse an adjoining political subdivision which
also had expenses because of racing meets. The maximum
tax liability is $15,000 from each horse racing meet.

Exemptions
(R.C. 3769.28)

Agricultural societies are not subject to the additional
pari-mutuel wagering tax.

Credits

Major capital improvement credit (R.C. 3769.20)

Large projects may qualify a racing permit holder for a
major capital improvement credit. Permit holders renovat-
ing, reconstructing or remodeling an existing race track
facility at a cost of $6 million or more can reduce their tax
liability by 1 percent of the amount wagered for a pe-
riod of ten years or until the cost of the project plus debt
service is reached, whichever occurs first. If the reduc-
tion exceeds the tax on wagering, the abatement may be
carried forward and applied against future tax liability.
The tax reduction is in addition to the 0.75 percent capital
improvement credit.

Special Provisions
Simulcasting (R.c. 3769.089)

Permit holders may, at their facilities, conduct televised
simulcasts of horse races at other facilities in or outside of
Ohio and conduct taxable pari-mutuel wagering on these
races.

Off-track betting (R.C. 3769.26)

Off-track betting on races simulcast at a satellite facil-

ity operated by a racing permit holder is also permitted in
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Ohio. Such wagers are taxable. Currently there is one such
facility in operation in Sandusky.

Filing and Payment Dates
(R.C. 3769.08, 3769.28)
Each day of racing

Permit holder remits to the Tax Commissioner by the
following day the pari-mutuel wagering and exotic wager-
ing taxes collected.

Close of horse race meeting
Within ten days, the additional pari-mutuel wagering
tax is remitted to the Tax Commissioner.

Disposition of Revenue
(R.C. 3769.08, 3769.087, 3769.26)

Each permit holder pays the Tax Commissioner a sum
equal to the percentages of money wagered described
above in Rates, reduced by any capital improvement de-
duction.

The Nursing Home Franchise Permit Fee fund (former-
ly the Ohio Passport Fund) — established to pay for home
health care and other senior citizen services — receives 25
percent of all gross tax revenue from pari-mutuel wager-
ing and 66.7 percent of revenue from exotic wagering,
plus all tax revenue from off-track betting parlors.

The Ohio State Racing Commission’s Operating Fund
receives the final 0.5 point of the 3.5 percentage tax on
exotic wagering and 16.7 percent of the base 3 percentage
point tax on exotic wagering. Other distributions are made
by the Tax Commissioner as shown in table 2.

The revenue that remains from each racing day after
distribution to the nursing home franchise permit fee fund
is usually insufficient to pay the percentages of pari-mu-
tuel wagering described in the table above, even after the
exotic wagering revenue not allocated in the table is used
to meet the targeted percentages of pari-mutuel wagering.
In such cases, contributions to each fund are prorated on a
proportional basis.

Administration

The Department of Taxation administers the taxes on
pari-mutuel and exotic wagering.The horse racing indus-
try is regulated by the Ohio State Racing Commission.
Additionally, some permit holders are considered video
lottery sales agents and the activity from video lottery ter-
minals is regulated by the Ohio Lottery Commission.

Ohio Revised Code Citations
Sections 3769.08 and 3769.087.

Recent Legislation

Amended Substitute House Bill 508; 129th General As-
sembly (effective September 6, 2012).

Required the department to distribute tax revenues
directly to municipalities. Previously, the department col-
lected the tax from taxpayers and, after verification of the
reports, sent the payment back to the taxpayers who then
remitted to the municipalities.

History of Major Changes

1933 | Tax is enacted with rates ranging from 10 per-
cent on the first $1,000 of daily wagers to 30

percent on wagers in excess of $20,000.

1953 | Rates are reduced. New schedule ranges from
2 percent to 6 percent on wagering in excess of

$400,000.

1955 | For thoroughbred racing, an additional 0.75
percent is added to each bracket. Rates are un-

changed for harness racing.

1959 | Rates increased. New rates range from 4.25
percent and 3 percent on the first $10,000 wa-
gered daily on thoroughbred and harness races,
respectively, to 8.25 and 7 percent, respectively,

on amounts in excess of $400,000.

1975 | Flat tax rates are adopted for thoroughbred
racing: 7 percent through the end of 1976, 6.75
percent for 1977 and 6.5 percent starting in
1978. Rates on harness racing are reduced: new
schedule ranges from 3 percent to 6.5 percent
on the excess over $550,000. Also, a 0.5-percent
credit for qualifying capital improvements is
established.

1981 | A 2.5 percent tax on exotic wagering is estab-
lished and the value of the capital improvement
credit is increased to 0.75 percent. Lawmakers
enact a gradual reduction of the thoroughbred
tax rate to 5.25 percent by mid-1983. Harness
rates are phased downward. By mid-1983, rates

range from 1.5 percent to 4.5 percent.

1984 | House Bill 639 consolidates all rates into a single
schedule for live racing. New rates range from
1 percent to 4 percent. Also, a 1.5 percent major

capital improvements credit is enacted.

1989 | Effective July 1, exotic wagering rate is in-

creased from 2.5 percent to 3 percent.

1994 | Legislature permits wagering on simulcast
events. Revenues not going to horse racing
funds go to the PASSPORT program, reduced
the major capital improvements tax credit to 1

percent of wagering.
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History of Major Changes- continued

Comparisons with Other States
(as of July 1, 2014)

1996 | PASSPORT receives 25 percent of gross rev- - -
enues, rather than all funds not going to horse Georgia and North Carolina No tax
racing Indiana
2001 | Legislature increases exotic wagering tax to 3.25 All horse and harness 2.0% - 2.5%
percent. Kentucky
2003 | Legislature imposes temporary additional tax All horse and harness 1.5% - 3.5%
of 0.25 percent on exotic wagering, from July 1, Michigan
2003 until July 1, 2005. -
- L UY — Simulcast horse and harness 3.5%
2006 | Legislature reinstates 0.25 percent additional tax X — g
on exotic wagering for 2007 fiscal year. (Live wagering is not taxed)
Ohio
2007 | Legislature makes the additional 0.25 percent . .
tax on exotic wagering permanent. All horse and harness 1.0% - 4.0%
Pennsylvania
All horse and harness 1.5%
Table 1 Tennessee
Revenue from Horse Racing Tax All horse and harness 1.0%-2.0%
(dollars in millions), Fiscal Years 2010 - 2014
Texas
Fiscal | Nursing Thoroughbred | Standardbred | Other | To- Live Events 1.0% - 5.0%
Year | Home Fund | Fund Fund Funds | tal .
Simulcast Events 1.0%
2010 $2.3 $1.6 $1.2 $33| $84 .
2011 2.0 15 1.0 31| 76 West Virginia
01 1.8 1'4 1'0 2'9 7'1 Thoroughbred 0.4% - 1.4%
. . . . . Harness 3.0% - 5.75%
2013 1.6 1.1 1.0 25| 6.2
2014 1.2 0.8 0.9 26| 55
Source: Office of Budget and Management financial reports.

Table 2

Recipient Source of Receipts

Share of Receipts

County Agricultural Societies

Permit holders for racing at an agricultural exposi-
tion or fair

25% of pari-mutuel wagering

Ohio Fairs Fund

All permit holders (except county and independent
fairs and agricultural societies)

0.50 % of total pari-mutuel wagering and 8.3%
from the base 3 percentage point tax on ex-
otic wagering

Ohio Quarter Horse Development Fund

Quarter horse racing permit holders

1.125% of pari-mutuel wagering and 8.3% from
the base 3 percentage point tax on exotic
wagering

Ohio Standardbred Development Fund

Harness racing permit holders

1.125% of pari-mutuel wagering

Ohio Standardbred Development Fund

Harness racing permit holders (except county and
independent fairs and agricultural societies)

0.5% of pari-mutuel wagering and 8.3% from
the base 3 percentage point tax on exotic
wagering

Ohio Thoroughbred Race Fund

Harness racing permit holders (except county and
independent fairs and agricultural societies)

0.33% of pari-mutuel wagering'

Ohio Thoroughbred Race Fund

Thoroughbred racing permit holders

1.125% of total pari-mutuel wagering and
8.3% from the base 3 percentage point tax on
exotic wagering

State Racing Commission Operating Fund

All permit holders (except county and independent
fairs and agricultural societies)

0.25% of total pari-mutuel wagering

"Corrections to prior year dispositions: 2012 - 0.44%, 2011 - 0.48%, 2010 - 0.47% and 2009 - 0.46%.
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Chart 1

Horse Racing Tax Collections by Type of Meet
Fiscal Year 2014

(figures in millions)

Total $5.6 million

County Fairs
$0.1

Harness Racing

Thoroughbred Racing $3.5

$2.0

Quarter Horse and
Off-Track Betting
less than $0.1

Source: Ohio Department of Taxation Records

Table 3
Amount Wagered on Horse Racing and Special Fund Receipts by Type of Event, Fiscal Years 2010- 2014
Fiscal Thoroughbred Commercial Agricultural Quarter Horse | Off-Track Total
Year Racing Harness Racing Societies Racing Racing Parlors
PARI-MUTUEL WAGERING
2010 $132,406,059 $133,543,929 $3,639,715 $111,778 $3,554,640 | $273,256,121
2011 $113,639,204 $123,954,399 $3,444,824 $87,919 $3,366,717 | $244,493,063
2012 $111,796,689 $115,116,583 $3,052,714 $132,109 $3,027,697 | $233,125,792
2013 $76,737,694 $117,954,086 $2,859,262 $69,063 $2,739,481 | $200,359,586
2014 $61,814,690 $110,075,850 $2,580,458 $38,711 $2,856,797 | $177,366,506
PARI-MUTUEL WAGERING NET TAX RECEIPTSTAX PAID
2010 $3,837,232 $4,125,176 $151,346 $2,766 $81,361 $8,197,881
2011 $3,611,134 $3,818,220 $147,082 $2,331 $79,052 $7,657,819
2012 $3,484,102 $3,569,107 $131,476 $3,204 $68,997 $7,256,886
2013 $2,377,918 $3,686,637 $126,384 $1,694 $63,696 $6,256,329
2014 $1,957,325 $3,461,191 $109,826 $949 $65,368 $5,594,658

Source: Ohio Department of Taxation Records
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Table 4
Amount Wagered on Horse Racing, Tax Levied and Distribution of Receipts, Fiscal Year 2014
Thoroughbred Commercial County Quarter Off-Track Total
Race Meets Harness Agricultural Horse Parlors
Race Meets Societies Race Meets
Number of Meets 848 1,375 110 7 2,340
Total Pari-Mutual Wagering $61,814,690 $110,075,850 $2,580,458 $38,711 | $2,856,797 | $177,366,506
Exotic Wagering' $40,799,718 $77,518,888 $1,572,882 $24,113 | $2,203,379 | $122,118,980
Total Tax Levied $2,192,594 $3,982,840 $109,826 $949 $65,368 $6,351,577
Less Tax Abatements:
Capital Improvement $98,334 $98,334
Major Capital $235,269 $423,315 $658,584
Net Tax Collected $1,957,325 $3,461,191 $109,826 $949 $65,368 $5,594,659
Distribution of Receipts
Agricultural $0 $0 $57,145 $0 $57,145
Standardbred Devel. Fund $0 $960,609 $19,935 $0 $980,544
Quarter Horse Special Acct. $0 $0 $42 $212 $254
Ohio Fairs Fund $330,311 $498,869 $16,835 $178 $846,193
Thoroughbred Special Acct. $640,099 $281,382 $141 $0 $921,622
Operating Fund $497,141 $833,622 $15,729 $276 $1,346,768
Passport Fund $489,774 $886,709 $0 $284 $65,368 $1,442,135
Total Amount $1,957,325 $3,461,191 $109,826 $949 $65,368 $5,594,659

"Included in total pari-mutuel wagering but subject to an additional 3% tax.

Source: Ohio Department of Taxation Records




