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23-5-202• MCA; AND PROVIDING AN 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

U~W SECTION. Section le Short title. [This act] may 

be cited as the •Montana State Lottery Act of 1983•• 

~W-SE&IIUK& Section z. Definitions. As used in [this 

act]• the following definitions apply: 

(1) •commission• ~an5 the state lottery co .. ission 

created by [section 3]• 

(2) •Director• •eans the director appointed by the 

commission under [section 4] to ad•inister and manage the 

state lottery. 

{3) •Lottery ga.e• means any procedure, including any 

procedure using a •achine or electronic device, by which one 

or more prizes are distributed by chance among persons who 

have paid for a chance to win a prize and includes but Is 

not limit~d to weekly (or other, lonqer time period) winner 

games, instant winner games, daily numbers Qa•es9 and sports 

pool games, except sports pools qoverned by Title 23 9 

LC 0016/01 

1 chapter 5t part 5. 

2 (4) "Lottery" or •state lottery• means the Montana 

3 state lottery created and operated pursuant to [this act]. 

4 aEH-SECTIONa Section 3. State lottery co•mission --

5 allocation-- ~omposition -- compensation quoru•• ( 1) 

6 There is a state lottery commission. 
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(2) The commission consists of seven •embers, who 

shall reside in Montana. Two are appointed by the senate, 

two are appointed by the house of representatives, and three 

ara appointed by the qovernor. 

(3) At least one coamissioner •ust have 5 years of 

experience as a law enforcement officer. At least one 

com•issioner •ust be an attorney admitted to the practice o~ 

law in Montana. At least one commissioner •ust be a 

certi~ied public accountant licensed in "ontana. 

(4) After initial appoint•ents 7 each coM11issioner 

shall be appointed to a 4-year term o¥ officey and the terms 

shall be staqqered. 

(5) A commissioner may be removed for qood cause by 

the authority that appointed hi•· An office that for any 

reason becomes vacant must be filled within 30 days by the 

authority which appointed the co~missioner who vacated the 

office, and the commissioner filling the vacancy shall serve 

for the rest of the unexpired ter•• 

(6) The senate and house of representatives shall each 

-2-
I N T R 0 D U C E D B I L L 

5 'P :_,)- ·~ ·~ . _;__) 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0016/01 

provide• by rule or otherwise• a method by which their 

powers of appoint•ent and removal ~or cause under this 

section are to be exercised while the leqislature Is not in 

session as well as when it Is In session. 

(7) The commission shall appoint one of its members as 

cha1r.an. 

(8) Five or more co•mlssloners constitute a quorum to 

do business, and action •ay be taken by a •ajority o£ a 

quoru•• 

(9t Co.missloners are entitled to compensation, to be 

paid out of the state lottery fundw at the rate of $100 for 

each day in which they are engaged In the performance of 

their duties and are entitled to travel, aeals. and lodging 

expenses, to be paid out of the state lottery fundo as 

provided for in Title 2w chapter 18, part 5· 

(10) The coamission is allocated to the depart.ent of 

revenue for administrative purposes only, except that only 

subsections (l)(a), (1)(C)t (2)(e)t (3)(al• and (3)(b) of 

Z-15-121 apply to the coMmission. 

Section ~. Powers 

coM•isslon. The coMMission Shall: 

and 

(1) establish and operate a state lottery; 

duties of 

(2t appoint, and •ay re•ove for good cause, a director 

of the state lottery as provided in (section S]; 

(3) determine policies for the operation of the state 
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lo~tery, supervise the director and his stafft and meet with 

the director at least once every 3 aonths to make and 

consider recom•endationst set policies, determine types and 

forms of lottery qames to be operated by the state lottery, 

and transact other necessary business; 

(4) deteralne ticket prices and the number and size of 

priz~s; 

(5) provide for the conduct of drawings of winners of 

lottery ga~eS• All drawings must be held in public. The 

selection of winning tickets .ay not be perfo~med by an 

e•ployee of the lottery o~ by a meaber of the commission. 

All drawings Must be witnessed by a professional staff 

e•ployee of the legislative auditor•s office, and all 

lottery drawinq equipment used in public drawinqs to select 

winninq prizes or participants for prizes must be examined 

by the director•s staff and a professional staff emoloyee of 

the leqislative auditor•s office prior to and after each 

public drawing. 

(6) carry out• with the director, a continuing study 

of the state lotteries of Montana and other states to make 

the state lottery more efficient• profitable• and secure 

fro• violations of the law; 

(7) prepare quarterly and annual ~eports on all 

aspects of the operation of the state lottery, including but 

not limited to types of games• qross revenuet prize money 
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paid• operatinq expensest net revenue to the state and 

counties, contracts ~ith qaming suppliers, and 

recommendations for changes to (this act]• and deliver a 

copy of each report to the qovernort the depart.ent of 

administration, the president of the senate, the speaker of 

the house of representatives, and each me•ber of the 

appropriate committee of each house of the legislature as 

deterained by the president of the senate and the speaker of 

the house; and 

(8] adopt rules necessary to carry out (this act]. 

Hf~EkllOH£ Section 5. Director -- appointment 

qualifications. (1) The director Is appointed bY the 

com~ission, which •ay remove hi• for qood cause. 

(2) The director must be qualified by tralninq and 

experience to direct the state lottery. He shall be a 

full-ti•e e~loyee and •ay not engage in any other 

occupation. 

!EH SECTIOH£ Section 6. Powers 

director. (1) The director shall: 

and duties of 

(a) adMinister the operation of the state lottery in 

accordance with [this act] and the rules and other 

directives of the commission; 

(b) e•ploy and direct personnel necessary to the 

operation of the state lottery; 

(c) license lottery ticket sales aqents and suspend or 
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revoke licenses pursuant to [this act] and co••i5sion rules; 

and 

(d) maintain the security of the state lottery• 

(2) With the concurrence of the coiiMisslon or pursuant 

to com•fssion direction or rules, the director •ay enter 

into contracts of no longer than 6 months for .aterials, 

equi~ent, and supplies to be used ln the operation of the 

state lottery9 for the design and installation of ga.as 9 and 

for promotion of the lottery. No contract is legal or 

enforceable that provides for the management of the state 

lottery or for the entire operation of its games by any 

private person or fire. ~hen a contract is awa~ded, a 

performance bond satisfactory to the commission and executed 

by a sure~y company authorized to do business in this state 

or otherwise secured in a Manner satisfactory to the 

commission 9 in an amount equal to the price of the contract. 

must be delivered to the commission. 

MfH-SE~a Section T. Ticket sales aqents 

lic~nses. (1) Lottery tickets or chances •aY be sold only by 

ticket sales agents licensed by the director in accordance 

with this section. 

(2) The commission shall by rule dete~mine the places 

at which state lottery game tickets or chances may be sold. 

(3) (a) Before issulnq a license. the director shall 

consider: 
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(i) the financial responsibility and security of the 

person and his business or activity; 

(il) the accessibility of his place of business or 

activity to the public; and 

(ii'i) the sufficiency of exlstinq licenses to serve the 

public convenience and the volu.a of the expected sales. 

(b) No person under 18 years of aqe may sell lottery 

tickets. 

(c) A license as an agent to sell lottery tickets or 

chances •ay not be Issued to any person to engage in 

business exclusively as a lottery ticket sales agent. 

(4) The director may issue temporary licenses upon 

conditions he considers necessary. 

(51 Ll canse 

cover the cost 

application. 

applicants must 

of lnvestl9atlnq 

be charged a $50 fee to 

and processing the 

(6) The director •ay require a bond fro• any licensed 

aqent in an amount provided in the co .. ission•s rules and 

may purchase a blanket bond covering the activities of 

licensed aqents. 

(7) A licensed agent shall display his license or a 

copy thereof conspicuously In accordance with the 

commission•s rules. 

(Bt A license is not assiqnable or transferable. 

f9t No employee of a ticket sales aqent may be 
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required to sell lottery qaae tickets or chances if the sale 

is aqainst his rellqious or moral beliefs. 

(lOJ Sales agents are entitled to no more than a 5% 

coamission on tickets and chances sold. 

(11) Each sales a9ent shall keep a complete and 

up-to-date set of records and accounts fully showinq his 

sales and provide the• for Inspection upon request of the 

commissfon 9 the director 9 the department of administration• 

or the office of the attorney general. 

(12) A license may be suspended or revoked for failure 

to •aintain the license qualifications provided In 

subsection (3t or for violation of any provision of [this 

act] or a co••isslon rule. Prior to suspension or 

revocation? the licensee Must be given notice and an 

opportunity for a hearing. 

Mfl SEgTIONa Section 8. Sales restrictions. fl) The 

price of each lottery qa.e ticket must be clearly stated 

thereon• The price of a lottery ga•e chance vended by a 

.achine or electronic device must be clearly stated on the 

machine or device. 

(2) Tickets and chances •ay not be sold to or 

purchased by persons under 18 ye.:Jrs of age. 

(3) Tickets and chances aust be paid for in cash. 

(4) Tickets and chances aay not be sold to or 

purchased by co.missioners, the director• his staff, qaming 
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suppliers doing business with the state lottery• suppliers• 

officers and employees, any person auditing or investigating 

the state lottery, or me•bers of their fa•iltes living with 

them. 

~EW-SfkiiDtia Section 9o Olsclosu•e of odds. The 

director shall make adequate disclosure of the odds with 

respect to each s~ate lottery game by stating the odds in 

lottery qaae advertise•ents and by postinq the odds at each 

place in which tickets or chances are sold. 

~SftiiDHa Section 10. State lottery fund. There is 

a special revenue fund within the office of the director of 

the state lottery to be known as the state lottery fund. The 

gross revenue from the state lottery, consisting of aoney 

froe the sale of lottery tickets and chances, ticket sales 

aqent license fees, uncla1~d prizest or any other source• 

must be deposited In the fund. 

H~M-~IlOM& Section 11• Disposition of revenue. (1) 

Forty-five percent of the money paid tor tickets or chances 

in each separate state lottery gaae must be paid out as 

prize money for the gaMe• 

(2) Up to 20Z of the qross •evenue fro• the state 

lotte•y •ay be used by the director to pay the operating 

expenses of the state lottery. CoMalssions paid to lottery 

ticket sales agents are a state lottery operatlnq expense• 

(3, That part of all qross revenue not used for the 
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pay11ent of prizes and operating ·expenses is net revenue and 

must be paid quarterly as follows: 

(a) Fifty percent of the net revenue qenerated in each 

county must be annually paid out of the state lottery fund 

on a pro rata basis to Hontana residents age 62 or over who 

own or rent property in Montana and reside on the property, 

reside In Montana with friends or relatives owning or 

renting property• or reside in Montana in a hospital, rest 

home, or similar establishment. A person may apply for his 

pro rata share on a form prescribed by the director. The 

form must provide for inclusion of pertinent in~ormation 

regarding the applicant, including name, age, place and date 

of birth, mailinq address 9 and the geoQraphlcal location of 

the applicant•s residence. The form •ust contain a stateeent 

that the siqninQ applicant affirms the truth of the 

information on the form• The commission shall adopt rules 

imple•entinq this subsection (3)(a)• including rules 

relating to the content and distribution of forms and the 

determination and payment of pro rata shares. 

(b) Fifty percent of the net revenue generated in each 

county must be paid into the ~eneral fund of that county. 

(c) fifty percent of the net revenue Paid into the 

qeneral fund of each county must be paid by that county to 

the general funds of the incorporated cities and towns and 

consolidated local qovernments in that county in the ratio 
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which the population within the corporate limits of each 

city. town. or consolidated local qovernment bears to the 

total population or the county. The population Of each city, 

town. and consolidated local government shall be deter•ined 

by the last preceding official federal census. 

MEW-SECTION. Section 12. felony and gambling-related 

convictions ineligibility for 

person who has been convicted 

lottery 

of a 

positions. No 

felony or a 

qamblinq-related offense under federal law or the law of any 

state may be a co•missioner, director 9 e•ployee of the state 

lottery, or licensed ticket sales aqent. 

HfM SECTIQN. Section 13. Conflict of interest. No 

com.issioner• state lottery eaployee, licensed ticket sales 

aqent. or membe• of his family living with him may have a 

financial interest in any qaming supplier or any cont~act 

between the state lottery and a gaming supplier or accept 

any gift or thinq of value from a qaminq supplier. 

~EW-SECJIDN. Section 14. Pay•ent of p•izes 

unclai~ed prJzes. (1) The com.ission may provide for the 

fm•ediate payment of prizes by the ticket sales aqent who 

sold the winnina ticket or chance whenever the a.ount of the 

prize is less than an amount set by commission rule. 

(2) Prizes over Sl009 000 may in the discretion of the 

director be paid either in one lump sum or In equal yearly 

installments without interest ove~ a period of not more than 
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10 yearst except that each Installment payment MUst be at 

least S20tOOO. 

(3) Prizes not claimed within 6 months are forfeited 

and must be paid into the state lottery fund. No interest is 

due on a prize when a clale is delayed but made within 6 

months• 

Hf¥-Sf~IZQ!a Section 15· Disclosures by ga•lng 

suppliers. (1) Any person, firm, association, or corporation 

that submits a bid or proposal for a contract to supply 

lottery equip•ent, tickets, or other material tor use in the 

operation of the state lottery shall disclose at the time of 

such bid or proposal: 

(a) the suppller•s business name and address and the 

na•es and addresses of the followinq: 

(i) if the supplier is a partnership, all o~ the 

general and lfmfted partners; 

(ii) i·f the supplier is a trust, the trustee and all 

persons entitled to receive income or benefit from the 

trust; 

(iii) if the supplier is an associatlony the membersy 

officers, and directors; 

(iv) If the supplfe~ Js a corporation, the officers, 

directors, and each owner or holdert directly or indirectly, 

of any equity security or other evidence of ownership of any 

interest in the corporation; except that, in the case of 

-12-
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owners or holders of publicly held equity securities of a 

publicly traded corporation, only the na•es and addresses of 

those owning or holding 5% or .ore of the publicly held 

securities must be disclosed; 

(v) If the supplier Is a subsidiary co•pany, each 

Intermediary co•panyt holdinq company, or parent co•pany 

involved therewith and the officers, directors, and 

stockholders of each; except that, in the case of owners or 

holders of publicly held securities of an intereediary 

company 9 holdinq company, or parent company which is a 

publicly traded corporationt only the na•es and addresses of 

those owninq or holding 5% or more of the publicly held 

securities must be disclosed; 

(b) if the supplier Is a corporation. all the states 

in Which the supplie~ Is authorized to do business and the 

nature of that business; 

(c) other jurisdictions In which the supplier has 

contracts to supply gaMing materials or equipment; 

(d) the details of any conviction, state or federal, 

of the supplier or any person whose name and address are 

required by subsection (l)(a) of a criminal offense 

ounishable by imprisonment for •ore than 1 year; 

(~) the details of any disciplinary action taken by 

any state against the supplier or any person whose name and 

address are required by subsection (l)(a) regardinq any 
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•atter related to the selling, leasinq, offering for sale or 

ledse, buying, or servicing of qa•ing •aterials or 

equipsent; 

(f) audited annual financial state.ants for the 

preceding 5 years; and 

(g) a statement of the gross receipts realized in the 

preceding year from the sale, lease, or distribution of 

qaming materials or equipment to states operating lotteries 

and to p~ivate persons licensed to conduct qambling, 

differentiating that portion of the qross receipts 

attributable to transactions with states operatinq lotteries 

from that portion of the qross receipts attributable to 

transactions with private persons licensed to conduct 

gamblinq; 

(h) the name and address of any source Of gaming 

•aterials or equipment for the supplier; 

(i) the number of years the supplier has been in the 

business of supplying gaming materials or equipment; and 

(j) any other information• accompanied by any 

documents the co•mission by rule may reasonably require as 

being necessary or approp~iate In the public interest to 

dcco~lish the purposes of [this act]. 

(2) No pe~son 9 firm. association, or corporation 

contractinq to supply qaminq equipment or materials to the 

state for use in the ope~ation of the state lottery may have 

-14-
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any financial interest or connection with any person, firm, 

association, or corporation licensed as a ticket sales 

aqent. 

(3) No contract for supplying ga•lng mate~lals or 

equip•ent for use in the operation of the state lottery is 

enforceable against the state unless the require.ents of 

this section have been fulfilled. 

Section 16. Annual audit. The departaent 

of ad•inistration shall conduct an annual audit of the state 

lottery. A copy of the audit report must be delivered to the 

co .. lssion, the director, the governor, the president of the 

senate• the speaker of the house of representatives, and 

each member of the appropriate co .. ittee of each house of 

the legislature as determined by the president ot the senate 

and the speaker of the house• 

~fW SECIInq. Section 17. Investlqatlons and legal 

services and proceedings. (1) The attorney general shall 

provide legal services for the state lottery at the request 

of the director or the com•ission• The attorney qeneral 

shall make reasonable ef~orts to 

continuity in the legal services 

attorneys providing legal services 

field. 

ensure that there is 

provided and that the 

have expertise in the 

(2) The attorney general shall •ake investigations and 

prosecu.te or defend., on behalf of the director and 
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commission., suits and other proceedinqs Involving the state 

lottery or necessary to carry out the purposes of (this 

actl• 

(~) The co•mission and director may also carry out 

investiqations. The attorney general must be informed of 

each such investigation before it beqlns and must be 

infor~ed of the results of the lnvestiqa~ion. 

H£H SECTIDHa Section 18. Penalties. It is a 

misdemeanor., Punishable by a fine not to exceed $500 or 

imprison•ent in the county jail for a term not to exceed 6 

months., or both• to knowlnqly or purposely: 

(1) require an employee to sell lottery tickets or 

chances in violation of [section 7(9)]; 

(Z) violate [section 7(11)]; 

(3) sell a lottery ticket or chance to a person under 

18 years of age; 

(4) violate [subsection (3) or (4) o~ section 8]; 

(5) serve as a co•missloner., director, eMployee• or 

licensed aqent of the state lottery in violation of [section 

12li 

(6) violate [section 13); 

(7) violate [section 15]; or 

(8) Influence the winninQ of a prize throuqh the use 

of coercion., fraud., deception. or tamperlnq with lottery 

equipment or materials. 
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Section 19. Section Z3-S-zoz. HCA• is a•ended to read: 

•23-5-202o Application• This part shall not apply to 

the provisions of part 4 of this chapter~ (sectig~ 

1b~uab __ lal£ or to the givlnq away of cash or merchandise 

attendance prizes or premiums by public drawinqs at 

aqrfcultural fairs or rodeo associations In this state. and 

the county fair com•issioners of aqricultural fairs or rodeo 

associations in this state may qiYe away at such fairs cash 

or merchandise attendance prizes or premiums by public 

10 drawinqs.• 

11 

12 terms 

~fW-S~~a Section 20. 

of ,ommissioners. 

Initial 

Initial 

appointment 

appointments to 

and 

the 

13 commission MUSt be made within 30 days after (the effective 

14 date of this act]• One senate appointee. one house 

15 apoointee• and one Qubernatorial appointee shall serve for 2 

16 yearsi one senate appointee. one house appointee. and one 

17 qubernatorial appointee shall serve for 3 years; and one 

18 qubernatorial ~ppointee shall serve for 4 years. 

19 

20 

~H-SfkllnHa Section 21. Initial duties of com.ission 

lottery study -- first game. (1) The commission shall 

21 conduct an initial study of other state lotteries. 

22 (2) The commission shall beqin the operation of state 

23 lottery games at the earliest practicable time and in any 

24 event within 150 days after [the effective date of this 

25 act]. 
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~~~ Section 22. Severability. I~ a part o~ 

this act is invalid. all valid parts that are severable fro• 

the invalid part remain in effect. If a part of this act Is 

invalid in one or more o~ its applications. the part re•ains 

in effect In all valid applications that a~e severable from 

the invalid applications. 

~~IIUHa Section 23• Effective date. This act is 

effective on passage and approval. 

-End-
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STATE Of MONTANA 179-83 
REQUEST NO. 

FISCAL NOTE 

F11r111 H/J·/5 

January 22, 83 
In compliance with a written request received , 19 ___ , there is hereby submitted a Fiscal Note 

Senate Bill 223 ' 
for _____ .. ___ ------ . pursuant to Chapter 53, Laws of Montana, 1965- 'fhirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

oi the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 223 establishes a state lottery; provides for a commission, director, 
and personnel to operate the lottery; and provides an immediate effective date. 

ASSUMPTIONS: 

1) Ten million dollars may be received in gross revenues from the lottery ticket 
sales. This is based on statistics from the state of Washington where sales 
averaged $12.70 per capita. For comparison purposes, Maine, Vermont, and New 
Hampshire have experienced per capita sales of about $8.00. 

2) The Department of Justice will be required to provide legal services, make 
investigations, prosecute or defend on behalf of the director and commission, 
suits and other proceedings involving the state lottery. The regional offices 
with appropriate staff and operating expenses will be necessary to carry out 
the requirements of the act. 

3) A four per cent increase in expenditures is projected for FY 85. 

4) In regards to the Office of the Legislative Auditor, the OLA will have to 
observe the drawings. There will be 12 drawings, all held in Helena, at $80 
per observation. 

5) The audits by the OLA must insure that good internal controls are established 
centrally over the system with accountability for the money and tickets for 
each lottery drawing. 

Continued 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: /- .2 ?- g'3___ 
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FISCAL IMPACT: 

Biennium 
EXPENDITURES: FY 84 FY 85 Total 

Department of Justice: 
Personal Services: 

Commissioners - (48 meeting days 
in 84 & 24 in 85 at $100/day) $ 33,600 $ 16,800 $ 50,400 
Director ($30,000 x 20%) 36,000 37,440 73,440 
5 attorneys (Gl7-2 + 20% benefits) 156,110 162,354 318,464 
5 investigators (Gl5-2 + 20%) 131,230 136,479 267,709 
2 auditors (Gl2-2 + 20%) 40,836 42,469 83,305 
6 secretaries (G9-2 + 20%) 9 7 !548 101,450 1981998 

TOTAL $ 495,324 $ 496,992 $ 9921316 

Operating: 
Contracted Services $ 10,625 $ ll '250 $ 21,875 

Supplies 
Printing Tickets $ 100,000 $ 100,000 $ 200,000 
Remaining Supplies 44,100 45,864 89,964 

Communications 14,700 ,15,288 29 ,'988 

Travel 
Commission per diem ($90/day) $ 32,240 $ 15,120 $ 45,360 
Remaining Travel 36,400 '37,856 74,256 

Rent 8,400 8,736 17,136 
Repairs & Maint. 91450 9!828 19!<278 
TOTAL $ 253,915 $ 243,942 $ 497,857 

Equipment: 
Desks $ 8,400 $ $ 8 ,'400 
Chairs 6,300 6,300 
Vehicles 6@ $8,700 60,900 60,900 
Typewri.ters 4,800 4,800 
Lottery Equipment 1001000 100!000 

Total $ 180!400 $ $ 1801400 

Total Expenditures $ 929,639 $ 740!934 $1,670,573 

Office of The Legislative Auditor: 
Observations $ 960 $ 960 $ 1,920 
Audits 21,000 12!000 33,000 

Total Expenditures $ 21,960 $ 12,960 $ 341920 

Department of Justice $ 29,639 $ 740,933 $1,670,572 
Office of the Legislative Auditor 21,960 12,960 34,920 

Grand Total of Operating Expenditures ~ 951!599 $ 753,893 $1,705,492 



REVENUE: 

Gross Revenue From Lottery 
Lottery Prize Payments 
Payments To Elderly Residents 
Distribution to Incorporated 

Cities and Towns 
Distribution For County Purposes 

TECHNICAL NOTE: 

-3-

$10,000,000 
4,500,000 
2,274,201 

1,137,102 
1,137,102 

$10,000,000 
4,500,000 
2,373,054 

1,186,527 
1,186,527 

Section 16 of the bill states that the Department of Administration (D of A) shall 
perform an annual audit of the state lottery. The Department of Administration has 
no existing audit functions to handle this responsibility. The Local Government 
Services Division, (under Department of Administration), only performs post audits 
of local government entities. 

The Office of the Legislative Auditor is responsible for auditing the financial 
affairs and transactions of all state agencies per Title 5, Chapter 13, MCA. 

FISCAL NOTE 6:EE/3 



STATE OF MONTANA 
REQUEST NO. 179-83 

FISCAL NOTE 

Form 8/)·15 

In compliance with a written request received January 22, , 19 J!l_, there is hereby submitted a Fiscal Note 

for Senate Bill 2 23 pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 223 establishes a state lottery; provides for a commission, director, 
and personnel to operate the lottery; and provides an immediate effective date. 

ASSUMPTIONS: 

1) Ten million dollars may be received in gross revenues from the lottery ticket 
sales. This is based on statistics from the state of Washington where sales 
averaged $12.70 per capita. For comparison purposes, Maine, Vermont, and New 
Hampshire have experienced per capita sales of about $8.00. 

2) The Department of Justice will be required to provide legal services, make 
investigations, prosecute or defend on behalf of the director and commission, 
suits and other proceedings involving the state lottery. 

3) Regional offices with appropriate staff and operating expenses will be necessary 
to carry out the requirements of the act will be under the administration of 
the Department of Revenue. 

4) A four per cent increase in expenditures is projected for FY 85. 

5) In regards to the Office of the Legislative Auditor, the OLA will have to 
observe the drawings. There will be 12 drawings, all held in Helena, at $80 
per observation. 

6) The audits by the OLA must insure that good internal controls are established 
centrally over the system with accountability for the money and tickets for 
each lottery drawing. 

Continued 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: 2-- ')_ \ ' ~ 5 

SECOND PRINTING 
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FISCAL IMPACT: 

Biennium 
EXPENDITURES: FY 84 FY 85 Total 

Department of Revenue: 
Personal Services: 

Commissioners - (48 meeting days 
in 84 & 24 in 85 at $100/day) $ 33,600 $ 16,800 $ 50,400 
Director ($30,000 x 20%) 36,000 37,440 73,440 
3 Assistants (Gl6-2 + 20% benefits) 85,903 89,339 175,242 
1 auditor (Gl2-2 + 20%) 20,418 0 20,418 

1 yr. only to review initial 
applications 

6 admin. asst. (GV-2 + 20%) 113 2364 1172899 231 1263 
TOTAL $ 289 2285 $ 261 1478 $ 550 1763 

Operating: 
Contracted SerVices -
Delivery of Tickets 25,000 25,000 50,000 
Misc. 10,000 10,000 20,000 

Supplies 
Printing Tickets 100,000 100,000 200,000 
Remaining Supplies 22,000 20,000 42,000 

Communications 14,700 15,300 30,000 

Travel 
Commission per diem ($90/day) 32,240 15,120 47,360 
Remaining Travel 20,000 20,000 40,000 

Rent 8,400 8,736 17,136 
Repairs & Maint. 91450 9 2828 19 1278 
TOTAL $ 241 1790 $ 223,984 $ 465 '774 

Equipment: 
Desks 5,100 5,100 
Chairs 3,850 3,850 
Vehicles 2@ $8,700 17,400 17,400 
Typewriters 4,800 4,800 
Lottery Equipment 1001000 100 1000 

Total $ 131 1150 131 1150 

Total Expen~itures $ 662,225 485,462 1,147 1687 

Office of The Legislative Auditor: 
Observations 960 960 1,920 
Audits 21 2000 12,000 33 1000 

Total Expen-ditures 21 1960 12,960 34,920 

Department of Revenue 662,225 485,462 1,147,687 
Office of the Legislative Auditor 21 1960 12,960 34 1920 

Grand Total of Opera'ting Expenditures ~ 6841185 $ 498 1422 $1,182,607 



REVENUE: 

Gross Revenue From Lottery 
Lottery Prize Payments 
Payments To General Fund 
Distribution to Incorporated 

Cities and Towns 
Distribution For County Purposes 

TECHNICAL NOTE: 

-3-

$10,000,000 
4,500,000 
2,407,908 

1,203,954 
1,203,954 

$10,000,000 
4,500,000 
2,500,789 

1,250,395 
1,250,395 

Section 16 of the bill states that the Department of Administration (D of A) shall 
perform an annual audit of the state lottery. The Department of Administration has 
no existing audit functions to handle this responsibility. The Local Government 
Services Division, (under Department of Administration), only performs post audits 
of local government entities. 

The Office of the Legislative Auditor is responsible for auditing the financial 
affairs and transactions of all state agencies per Title 5, Chapter 13, MCA. 

FISCAL NOTE 6:EE/3 



48th Legislature SB 223 

1 

2 

3 

... 
5 

b 

7 

8 

9 

10 

11 

l2 

13 

14 

STATEMENT OF INTENT 

SENATE 8lll 223 

Under section 4 the State Lottery Co•mlssion must 

establish and operate a state lottery and adopt policies and 

rules regarding: 

(1) the operations of the lottery director and his 

staff; 

(2) the price 7 number• and size of tickets; 

f3) the drawing of lottery winners; 

(41 lottery tickets or chance sales and ticket sales 

aqent5; 

(,) the immediate payment of small prizes; and 

(6) other matters relating to the successful operation 

15 of tn~ lottery. 

16 A State lottery is primarily a business operation and 

11 has as a purpose the earning of net revenue. The successful 

18 operation of a state lottery. as shown by the experience of 

lQ other state lotteries, depends to a larqe degree upon the 

20 ability of a lottery staff well-versed In business matters 

21 to operate the lottery as a business and without undue 

22 constraint by statute or administrative rule. The success of 

23 a lottery also depends upon the operation of the lottery 

24 ~lthin a statutory frame~ork ensuring the integrity of the 

25 staff and all phases of the operation of the lottery and the 
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avoid3nCe of even the appearance of any illegalities or 

conflicts of Interest. 

To these ends. it Is contemplated that the state 

lottery commission will be coMposed of persons conversant 

with the types of administrative rules necessary to the 

successful operation of the lottery and will be adopting 

rules ensuring the fntegrlty and success of the lottery. 

In accord with the theory that a lottery is primarily a 

business. it is contemplated that the rules will change• or 

allow changes in the operation of the lottery. consistent 

with statutes as new business techniques dnd ideas, new 

games and prizes, better outlets for ticket sales. and 

better manaqement techniques are discovered. The lottery 

should include a large number of small prizes. 

S E C 0 N D R E A D I N G 
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Approved by Committee 
on !usiness 2nd Industry 

SENATE BILL NOo 223 

INTROOUCEO BY STIMATZt PAVLOVICHt HAFFEY, 

DANIELS, QUILICI, Ro HANNING, Jo JENSENt 

JACOBSON, LYNCH, HENAHAN, OOZIERo 

KEENANo HARRINGTONo DAILY, DRISCOLL, 

MCCORMICKo O'CONNELL• KEYSERt CHRIST!AENSo 

Do SROWNo PISTORIAo HANDo SERGo 

FULLER, HOLLIOAYo O. MANNING 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ESTABLISH A STATE 

LOTTERY AND PROVIDE FOR A COHHISSIONo DIRECTOR, AND 

PERSO'INH TO OPERATE THE STATE LOTTERY; AMENDING SECTION 

23-5-?02, MCl; ANO PkOVIOlNG AN IM"EDIATE EFfECTIVE OATE•" 

BE IT ENACTED oY THE LEGISLATURE OF THE STATE OF MONTANA: 

llW-SEtllOtl• Section l• Short title. [This act] may 

be ci~ed as the •Montana State Lotte~y Act of 1983"• 

~~~-SftllO~a Section z. Definitions. As used in [this 

act], the follo•ing definitions apply: 

(l) "Commission• ~ans the state lottery commission 

created by [section 3]. 

(l) •oirector• means the director appointed by the 

commission unde~ {section 4] to administer and manage ~he 

stat=- lottery. 

(3) nlottery qa~eR ~eans any procedure, including any 
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SB 0223/02 

procedure using a •achine or electron1c device• by which one 

or more prizes are distributed by chance among persons who 

have paid for a chdnce to win a prize and includes but is 

not limited to weekly (or other. longer time period) winner 

gamest instant winner games, daily numbers gamest and sports 

pool games, except sports pools governed by Title 23• 

chapter 5• part 5. 

(~) •Lottery• or •state lottery• means the Montana 

state lottery created and operated pursuant to (this act]. 

~tW-SfLllUba Section 3. State lottery cofimission --

allocation -- co~position -- compensation quorum. ( 1) 

There is a state lottery com•ission. 

(Z) The commission consists of seven eedbers 9 who 

shall reside In Montana. Two are appointed by the senate, 

two are ap~ointed by the house of representatives. and three 

are a~?Ointed by the 9overnor. 

(3) At least one co~missioner aust have 5 years of 

experience as a law enforcement officer. At least one 

commissioner must be an attorney admittea to the practice of 

law in Montana. At least cne comMissioner must be a 

certified public accountant licensed in Kontana. 

(4) After initial appointments, each co111:mi ss i oner 

shall De appointed to a ~-year term of office, and the ter•s 

shall De staggered. 

(5) A commissioner may be removed for good cause by 

-2- SB 223 
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the a~thorlty that appointed him. An office that for any 

reasoo becoMes vacant aust be filled within 30 days by the 

authority which appointed the commissione~ who vacated the 

officeT and the comMissioner filling the vacancy shall serve 

for the rest of the unexpired term. 

(6) The senate and house of representatives shall each 

provide, by rule or otherwise• a method by which their 

powers of appointment and removal for cause under this 

section are to be exercised while the legislature is not in 

session as well as when it Is in session. 

(7) The co•~nlssl·on shall appcofnt one of its 11e1Rbers as 

chairman. 

(8) Five or more co .. lssloners constitute a quorum to 

do ~Jsiness, and ac~ion .ay be taken by a •ajority of a 

quoru•• 

(9) co .. issioners are entitled to co•pensatlon, to be 

paid out of the state 1 ottery fundt at t-he rate of $100 for 

each day In which they are engaged In the performance of 

their duties and are entitled to travel, Meals. and lodging 

expenses. to be paid out of the state lottery fund• as 

pro.,lded for In Title 2• chapter l8• part 5o 

(101 The co.•lsslon Is allocated to the department of 

revenue for ad•lnlstrattve purposes only• except that only 

subs~tlons [ll(•l• (1Hct• ·{2)(e}t (3)(ah and (3)(b) of 

Z-15-121 apply to the co•mlsslon. 

-3- SB 223 
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~~~-S~tllUHa Section 4. Powers 

commission. The co•mission shall: 

and 

(1) establish and operate a state lottery; 

SB 0223/02 

duties of 

(2) appoint, and •ay remove for good cause 9 a director 

of thP state lottery as provided in (section 5); 

(3) determine policies for the operation of the state 

lottery, supervise the director and his staff, and •eet with 

the director at least once every 3 mon~hs to make and 

consider recommendations~ set policies, deter•ine types and 

forms of lottery games to ba operated by the state lottery. 

and transact other necessary business; 

(4) deter•ine ticket prices and the nu•ber and size of 

prizes; 

(S) provide for the conduct of drawi"ngs of Ninners of 

lottery games. All drawings .ust be held in public. The 

selection of winning tickets aay not be perforaed by an 

e•.,loyee of the lot.tery or -by a nainber of the com•l ssion. 

All drawings ~ust be witnessed by a professional staff 

employee of the leglsla~lve auditor•s office, and all 

lottery drawing equlpaent used In public drawings to select 

winning prizes or participants for prizes •ust be examined 

by the director's staf~ and a professional sta~f eMployee Of 

the legislative audltor•s office prior to and after each 

public. drawing. 

(6) carry out. with the director. a continuing study 

-4- SB 223 
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of the state lotteries of Montana and other states to make 

the state lottery more efficient• profitable, and secure 

froM violations of the law; 

(7) preoare quarterly and annual reports on all 

aspects of the operation of the state lottery, including but 

not limited to types of gaMes, gross revenue, prize money 

paid, operating expenses, net revenue to the state and 

counties, contracts 

recoanendations for 

copy of each report 

with 

changes 

to the 

gan~ing suppliers• and 

to [this act]t and deliver a 

governor, the department of 

adm1nistration, the president of the senate• the speaker of 

the tlo•Jse of representatives, and each me111ber of the 

appro~riate committee of each hou~e of the legislature as 

determined by the president of the senatg dnd the speaker of 

the ho:.Jse; and 

(d) adopt rules necessary to carry out [this act]. 

~EW_S~tllU~a section 5. Director -- appoint~Pnt 

qualifications. (1) The director is appointed by the 

co~~ission, which may re~ove him for good cause. 

(2) The director nust be qualified by training and 

experience to direct the state lottery. He shall be a 

full-time employee 

occupation. 

::Jfll_!ifl:Illltla 

and •ay 

Section 6. 

not engage 

Powers and 

director. (11 The director shall: 

-5-

in any other 
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(a) administer the operation of the state lottery in 

accordance with [this act] and the rules and other 

directives of the co~misslon; 

{n) employ and direct personnel necessary to the 

operation of the state lottery; 

[c) license lottery ticket sales agents and suspend or 

revoke licenses pursuant to [this act] and com•ission rules; 

Md 

(d) 

( l) 

maintain the security of the state lottery. 

With th@ concurrence of the commission or pursuant 

to c?mmission direction or rules, the director may enter 

into contracts of no longer than 6 ~onths for materials. 

equipnent 9 and supplies to be used in the operation of the 

state lottery, for the design and installation of games. and 

for promotion of the lottery. No contract is legal or 

enforceable that proviaes for the ~anage~ent of the state 

lottery or for the entire operation of its games by any 

private person or firm. When a contrdct is awarded 9 a 

performance bond satisfactory to the commission and eKecuted 

by ~ s~rety compa~y authorized to do business in this state 

or otherwise secured in a manner 5atisfactory to the 

commission, in an amount equal to the price of the contract, 

must be delivered to the commission. 

~fll-!ifl:IlO~a Section 1. Ticket sales aqents 

Jic9ns~s. (1) Lottery tickets or chances ~ay be sold only by 

-6- SB 223 
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ticket sales agents licensed by the director In accordance 

with this section. 

{Z) The commission shall by rule deterMine the places 

at w~ich state lottery game tickets or chances ~ay be sola. 

(3) (a) Before issuing a license, the director shall 

consider: 

(i) the financial responsibility and security of the 

person and his business or activity; 

(ii) the accessibility of his place of business or 

activity to the public; and 

(iii) the sufficiency of existing licenses to serve the 

public convenience and the volume of the expected s~les. 

(bJ No person under 18 years of age may sell lottery 

tfckets. 

(cJ A Jfcense as an agent to sell lottery tickets or 

chances may not be issued to any person to engage in 

business exclusively as a lottery ticket sales agent. 

(~) The director may issue temporary licenses upon 

conditions he considers necessary. 

(51 License applicants •ust 

cover the cost of investigating 

ap;llication. 

be charged a S50 fee to 

and processing the 

(6) The director •ay require a bond from any licensed 

agent ·in an amount provided in the commisslon•s rules and 

•ay 1)-.Jrchasa a blanket bond covering t.he activities of 
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licensed agents. 

(7) A licensed agent shall display his license or a 

copy thereof conspicuously in accordance with the 

commission's rules. 

(8) A license is not assignable or transferable. 

(9) No e•ployee of a ticket sales agent may be 

required to sell lottery qame tickets or chances if the sale 

is against his religious or moral beliefs. 

(10) Sales agents are entitled to no more than a 5% 

commission ~' tickets and chances sold. 

(11) Each sales agent shall keep a complete and 

up-to-date set of records and accounts fully showing his 

sales and provide them for Inspection upon request of the 

commi;sion~ the director~ the department of ad~inist~ation, 

or the office of the attorney general. 

(lZ) A license may be suspended or revoked for failure 

to •alntain the license qualifications provided In 

subsection (31 or for violation of any provision of (this 

act) or a commission rule. Prior to suspension or 

revocltlon, the licensee .ust be given notice and an 

opportunity for a hearing. 

~fW-S~Ha Section 8. Sales restrictions. (1) The 

price of each lottery ga.e ticket must be clearly stated 

there~n. The price of a lottery qa•e chance vended by a 

machine or electronic devfce •ust be clearly stated on the 

-8- SB Z23 
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.achine or device. 

(ZJ Tickets and chances may not be sold to or 

purchased by persons under 18 years of age. 

{3J Tickets and chances •ust be paid for in cash. 

(It! Tickets and chances may not ba sold to or 

pufchased by commissioners, the director, his staff.- gaming 

suppliers doing business with the state lotteryt suppliers• 

offic~rs and employees, any person auditing or investigatinq 

the state lottery, or members of their fa•llles living with 

them. 

~fW-~f~llU~a Section 9. Disclosure of odds. The 

director shall r.ake adequate disclosure of the odds with 

respect to each state lottery game by stating the odds in 

lottery game advertisements and by posting the odds at each 

place in which tickets or chances are sold. 

1E~-Sftlla~a Section 10. State lottery ·fund. There is 

a soecial revenue fund within the office of the director of 

the state lottery to be known as the state lottery fund. The 

gross revenue from the state lottery. consisting of money 

from tne sale of lottery ti~kets and chances~ ticket sales 

agent license feest unclaimed prizes. or any other source. 

mu$t ~e deposited in the fund. 

1EW-ittiiWHa Section 11. Disposition of revenue. (1) 

Forty-five percent of the ~oney paid for tickets or chances 

in each separate state lottery game must be ?aid out as 
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prize money for the ga.e. 

(2) Up to 20% of the gross revenue fro• the state 

lottery may be used by the director ·to pay the operating 

e~penses of the state lottery. Co•missions paid to lottery 

ticket sales agents are a state lottery operating expense. 

(3) That part o~ all gross revenue not used for the 

patment of prizes and operating expenses is net revenue and 

must be paid quarterly as follows: 

(a) Fifty percent of .the net revenue ~e~~e~d-+n-eeeh 

eoant:r must be annuallY paid out of .the state lottery fund 

en-e-~~G-rs~e-hes+s-~e-Montsfte-~esf~en~~-e,e-6~-e~-ewer--wfte 

own--er-reft~-preper~y-+n-Men~ena-end-~esfde-oft-~fte~~e~er~yy 

r~~+de-+~--Heft~8ne--wft"--fr+en«s--or--re+a~+•e~--own?ft!--O~ 

~n~+n~--pre~~r~y~--or-re~+~e-+~-Meft~&fte-+n•e-ftesp+•a~y-res~ 

heme~or-~+•+~er-es~ab++s~me~.-.-persoft-moy-a~+y--fer--ft+s 

pre--ret:e--shere--on--o-~erm-~re~er?eed-&y-~he-~+ree•er.~~he 

torm-t~~u~~-prev+ee--fer--.P.ne+tt~-i-ef\--ofl---f!H!·~Hneni:--+nf'ertno-t+~ 

reger~tng-t:he-epp++eent:T-+ne+~~+ft~-fteMe~-ft!•T-~~aee-aft8-da~e 

e<f--b+r~hy-trn!lli-+tng--eddress ... -.e"d~fo\e-gee_~,.eph+ee+-f-ael!l~+an-of 

~he-ao~+Teaft~&s-~e~+denee~-~fte-~~mtt~~-e&ft~e+n-s-s~e~e~nt 

thl!l~--~he--sTgn+n~--epp+Teeftt--ef~~-~--~fte--~~ath--a~---the 

tntor~a~Ton--en--~he--~&~m•-~fte-ea~m+~~+on-~he++-edo~~-raf.e~ 

T~~+ement+ng--~h+~--sdh~ee~+&~---t~~tety---+ne~dd+n~---ra+es 

re+l!l~~n~--~e--~"e--eont:en~-~ne-~1-~tr+ba~~on-o~-~or~-e"~-~fte 

ee-te~m?na~+en-end-~eyment~of-pro-rete-~~~re~~ ~~LD-IHE-SIAif 
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!if;l:lfl!.!L_IOUUQ.& 

(b) Fifty percent of the net revenue generated in each 

county must be paid into the general fund of that county. 

Cc) Fifty percent of the net revenue paid into the 

general fund of each county must be paid by that county to 

the general funds of the incorpor_ated cities and towns and 

consof idated local governments In that county in the ratio 

which the population within the corporate limits of each 

city 9 town, or consolidated local government bears to the 

total population of the county. The population of each city, 

towny and consolidated local govern•ent shall be determined 

by th~ last preceding official federal census. 

~fij_sf~IlQ&a Section 12o Felony ano gaMbling-related 

convictions -- ineligibility for lottery positions. No 

person wno has been convicted of a felony or a 

ga•bling-related offense under federal law or the law of any 

state •ay be a coMmission~r, director. employee of the state 

lottery, or J icansed ticket sales agent. 

~EK-S~IQI:l£ Section 13. Conflict of interest. No 

co••isslonerw state lottery e•ployee,_ licensed ticket sales 

agent, or member of hls family living with him may have a 

financial Interest In any gaming supplier or any contract 

between the state lottery and a gaming supplier or accept 

any gift -or thing of value from a gaMing supplier. 

1:1~-Sf~llQU.& Section 1~. Pay.ant of prizes 
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uncl ai .fted pr·i zes. ( 1) The conn Iss ion aay provIde for the 

immediate payment of prizes by the ticket sales agent who 

sold the winning ticket or chance whenever the amount o£ the 

prize is less than an amount set by commission rule. 

(Z) Prizes over SlOo,ooo may in the discretion of th€ 

di~ector be paid el~her in one lump su• or in equal yearly 

ins~allments wi~hout interest over a period of not more than 

10 years, except that each install~nt payment must be at 

least t.2o,ooo. 

(3) Prizes not claimed within 6 1110nths are fort-eited 

and m~st be paid into the state lottery fund. No interest is 

due o~ a prize when a clai11 is delayed but made within 6 

months. 

~fW-iftllUUa Section 15. Disclosures by galling 

suppli~rs. (1) Any person, firm. association, or corporation 

that submits a bid or proposal for a contract to supply 

lottery equfp~ent, tickets, or other ma~erial for use in the 

operation of the state lottery shall disclose at the tiMe of 

such bid or proposal: 

(a) the suppl ier•s business name and address and the 

nasnes and addresses of the fol·JowinQ: 

{I) If the supplier Is a partnership• all of the 

general and limited partners; 

(i I) if the supplier Is a trust. the trustee and all 

persons entitled to receive Jnco•e or benefit fro• the 
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trust; 

(iii, if the supplier is an association, the members. 

officers, and directors; 

(iv) if the supplier is a corporationy the officers, 

directors. and each owner or holder, directly or Indirectly. 

of any equity security or other evidence of ownership of any 

interest in the col"poration; except that, in the case of 

owners or holders of publicly held equity securities of a 

publicly traded corporation, only the name5 and addresses of 

those owtling or holding 5% or more of the publicly held 

s~curities must be disclosed; 

( V) if the supplier is a subsidiary company. each 

intern~diary companyt holdinq company, or parent company 

iOY'OlW'ed there·"" I th and the officers, directors, and 

stock~~lders of each; except that• in the case of owners or 

holders of publicly held securities of an intermediary 

company. holdinq company, or parent company which is a 

publicly traded corporation, only the names and addresses of 

those o~ning or holding 5~ or more of the publicly held 

s~curities mustoe disclosed; 

(b) If the supplier is a corporation. all t:he states 

in w~ich the supplier is authorized to do ousiness and the 

nature of that busines~; 

(c) other jurisdictions in which the sup~lier has 

contracts to supply gaming materials or equlp11ent; 
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td) the details of any conviction. state or federal. 

of the supplier or any person whose name and address are 

required by subsection (l)(a) of a criminal offense 

pun i st,:~bl e by i mpri son11ent for more than 1 year; 

te) the details of any discl?linary action taken by 

any state against the supplier or any person whose name and 

address are required by subsection (l)(a) regarding any 

~atter related to the selling, leasing, offering for sale or 

lease, buying, or servicing of 9aming materials or 

equipm~nt; 

(f) QUdited annual financial statements 

preceding 5 y~ars; and 

!'or the 

(q) a statement of the gross receipts realized in the 

preceding year fro• ~he sale. lease9 or oistribution of 

g~mina materials or equipment to states operating lotteries 

and to ?rivate persons licensed to conduct gamb1 ing, 

differe-ntiating that oortion of the gross receipts 

attributable to transactions with states operating lotteries 

from rhat portion of the gross receipts attributable to 

tra!lsaction'i 

gambling; 

with ~ri~ate persons lican~ed to conduct 

(h) the name and address of any source of gaming 

materials or equipment for the supplier; 

(i) the numoer of years the supp1ier ~as been in the 

bu5iness ~f supplying gaming materials or eQuipment; and 
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{j) any other InforMation. accompanied by any 

docu~ants the commission by rule may reasonably require as 

being necessary or appropriate in t.he public interest to 

accom)l ish the purposes of [this act]. 

(2) No person• firm• association, or corporation 

contr~cting to supply gaming equip•ent or materials to the 

state for use in the operation of the state lottery may have 

any financial Interest or connection Nith any person 9 firm. 

association, or corporation licensed as a ticket sales 

agent. 

{3J "o contract for supplying qaminq materials or 

~quipwent for use in the operation of the state lottery is 

enforceable against the state unless the requirements of 

this s~ction have been fulfilled. 

~~W-S~~IlQ~& Section 16. Annual audit. The depe~~.eft~ 

of--ed•+n+s~~a~+on Lf'lSL&I~~AUQliQB shall conduct an 

annual audit of the state lottery. IHf-LOSIS-Of~-AUUli 

au~-a~-fAlO-al-Iti~-SIAif-LDilfaX-L~alSSlllHa A copy of the 

audit report must be delivered to the commission, the 

director~ the governor• the president of the senate, the 

speaker of thg house of representatives~ and each member of 

the appropriate committee of each house of the legislature 

as deter•ined by the president of the senate and the speaker 

of the house. 

~fW-SfkiLOU. Section 17• Investigations and legal 
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servic3s and proceedings. (1) The attorney gen~ral shall 

provide legal serv1ces for the state lottery at the request 

of th~ director or the cor.~ission. The attorney qeneral 

shall make reasonable efforts to ensur@ that there is 

conti~uity in the legdl services provided and that the 

attorneys providinq legal services have expertise In the 

field. 

(l) The attorney general shall make investi9ations and 

prosecute or defend, on behalf of the director and 

CO!rtmission, suits and other proceedings involving the stat@ 

lott@ry or necessary to carry out the purposes of [this 

act 1• 

( 3! The commission and director may also carry out 

be i nfonned of lnv~stigations. The attorney qeneral 

each such investigation before It 

must 

begins 

lnfor~ed of the results of the Investigation. 

and must be 

~~Y-SftllO~a Section 18. Penalties. It is a 

misdemeanor, punishable by a fine not to exceed S500 or 

imprison~ent In the county jail for a terM not to exceed 6 

months, or both, to knowingly or purposely: 

(1) require an employee to sell lottery tickets or 

chances in violation of (section 7(9)]; 

(2) violate [section 7(11)]; 

(3) sell a lottery ticket or chance to a person under 

18 years of age; 
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(41 violate [subsection (3) or (4) of sect;on 8); 

{5) serve as a cocmissioner. director9 employee• or 

licensed agent of the state lottert in violation of [section 

12 ); 

(~) violate [section 13]i 

(7) violate [section 15]; or 

{3) influence the winning of a prize through the use 

of coercion, fraud~ deception, or tampering with lottery 

equipment or materials. 

Section 19. Section Z3-~-202t MC~t is amended to read: 

nz3-5-20l· ~pplication. This part shall not apply to 

the arovision; of part 4 of this chapterL-1Q-l~~ig~_l 

~b~Q~~o-laJ~ or to the giving away of cash or merchandise 

attendance prizes or premiums bY public drawings at 

agricultural fairs or rodeo associations in this state, and 

th~ councy fai~ coMmissioners of ag~icultural fairs or rodeo 

associations in this state may give away at such fairs cash 

or ~e~chandlse attendance ~rizes or premiu•s by public 

19 drawi~gs.• 

20 

21 

lEW-SE~llO~ Section 20. Initial appointment 

ter•s of commissioners. Initial appointments to 

and 

the 

22 co•mission must be made within 30 days after [the effective 

23 date of this act]• One senate appointee, one house 

24 ap~oi1teet and one gubernatorial appointee shall serve for 2 

2~ yP.ars; one senate appo1ntee 9 one house dppointee9 and one 
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guber~atorial appointee shall serve for 3 years; and one 

gubernatorial appointee shall serve for 4 years. 

ME~l~tXLUKa Section 21• Initial duties of commission 

lottery study first game. (1) The com•ission shall 

condu:t an initial study of other stdte lotteries. 

(2) The commission shall begin the operation of state 

lottery gaaes at the earliest practicable ti•e and in any 

event within 150 days after [the effective date of this 

act]. 

~~W-SE~IlOU& Section 22. Severability. If a part of 

this act is invalid, all valid parts that are severable from 

the invalid part remain in effect. If a part of this act is 

invalid in one or more of its ap?lications, the part remains 

in effect in all valid applications that are severable fro~ 

the i~val id ap?lications. 

~~W-ifkll~Ua Section 23. Effective date. This act is 

effective on passage and approval. 

-End-
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