SENATE BILL NO. 223

Introduced: 01/19/83

Referred to Committee on Business & Industrv: 01/19/83
Hearing: 2/16/83
Report: 02/19/83, Do Pass, As Amended

2nd Reading: 2/22/83, Be Indefinitely Postponed
Bill Xilled.
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LL FOR W ACT ENT ACT, 10!, jqnnu S c B
%"AZ/ Pacvme%g?@ COMMISSIONe DIRECTORy AND P .

PERSO NEL TO ﬂPER E THE STATE LOTTERY; AMENDING SECTION !’

»

23-5-202y MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

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

HEH _SELTIXONa Section le Short title. [This act] may
be cited as the "Montana State Lottery Act of 1983%.

NEM._SECTIIQN. Section 2. Definitions. As used in [this
act]s the following definitions apply:

{1) *"Commission® means the state lottery commission
created by {section 3Je

(2} "Director™ meaps the director appointed by the
commission under {section 4] to administer and manage the
state lotterya

{2) *"Lottery gome" means any procedurey including any
procedure using a machine or electronic devicey by which one
or more pfizes are distributed by chance among persons who
have paid for a chance tc winh a prize and includes but is
not limited to weekly (or othery Yonger time pericd)} winner
gamesy instant winner gamesy daily numbers gamese and sports

pool gamess except sSports pools governed by Title 23,
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chapter Sy part 5.

(4) "iottery" or "state lottery" means the Montana
state lottery created and operated pursuant to {[this actla

WEW SECTIONs Section 3« State lottery commission —
allocation —— composition —— compensation ~— gquorume (1)
There is a2 state lottery commissionas

{2} The commission consists of seven memberss who
shall reside in Montana. Two are appointed by the senates
two are appeointed by the house of representativeses and three
arz appointed by the governoras

t3) At least one commissioner must have S years of
experience as a law enforcement officers At least one
comaissioner must be an attorney admitted to the practice of
law in Montanas At least one commissioner must be a
certified public accountant licensed in Montanas

{4) After initial appointmentsy each commissioner
shall be appointed to a 4-year term of officers and the terms
shall be staggered.

{5} A commissioner may be remaoved for qood cause by
the authority that appointed hime An office that for any
reason becomes vacant must be filled within 30 days by the
authority which appointed the commissioner who vacated the
offices and the commissioner filling the vacancy shall serve
for the rest of the unexpired terma

(6) The senate and house of representatives shall each
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providey by rule or otherwises 3 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 whepn it is In Sessione.

(T) The commission shall appoint one of its members as
chairman.

{8) Five or more commissioners constitute a quorum to
do businessy and action may be taken by a majority of a
qUOTURe

{9} Commissioners are entitled to compensations to be
paid out of the state lottery funde at the rate of $100 for
each day in which they are engaged iIn +the performance of
thefr duties and are entitled to iravels mealss and lcdging
expensesy to be paid out of the state Jlottery funde as
provided for in Title 2v chapter 1B, part 5«

(10) The commission is allocated to the department of
revenue for administrative purposes only, except that only
subsections {1)(a)s (1){c)y {2)(2)e (3)}(a)s and {3)(b) of
2-15-121 apply to the commissiona

NEM _SECTIONs Section 4, Powers and duties of
commissions The commission shalls:

{1) establish and operate a state lottery;

{2y appoints and may remove for good causer a director
of the state lottery as provided in [section 5);

{3} determine policies for the pperation of the state
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lotteryy supervise the director and his staffy and meet with
the director at least once every 3 wmonths to make and
consider recommendationsy set policiess determine types and
forms of Tottery games to be operated by the state lotterys
and transact other necessary business;

{4) determine ticket prices and the number and size of
prizes;

{5) provide for the conduct of drawings of winners of
lottery gamese A1) drawings must be held in public. The
salection of wirning tickets may not be performed by an
employee of the lottery or by a member of the commissions
A1l drawings must be witnessed by a professional staff
employee of the legislative auditor®s offices and all
lottery drawing equipment used In public drawings to select
winning prizes or participants for prizes must be examined
by the director®s staff and a professional staff employee of
the legislative auditor's office prior to and after each
public drawinge

{6} carry outs with the directory 2 continuing study
of the state lotteries of Montana and other states to make
the state lottery more efficienty profitables and secure
from violations of the law;

(7Y prepare quarterly and annual reports on all
aspects of the operation of the state lotterys including but

not limited to types of gamess aQross revenuer PpriZe monay
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paide operating expensess net revenue to the state and
countiesy contracts with qaming suppliers, and
recommendations for changes to ([this act}s and deliver a
copy of each report to the qovernore the department of
administrationy the president of the Senatees the speaker of
the house of representativesy and each member of the
appropriate committee of each house of the legislature as
determined by the president of the senate and the speaker of
the house: and

{8) adopt rules necessary to carry out [this act].

NEW SECTIONs Section 5. Director -- appeintment -——
oualifications. {1y The director iIs appointed by the
commiss ions which may remove hia for good cause.

{2) The director wmust be gualified by training and
experience to direct the state Jlotterye. He shall be a
fulli-time employee =and may not engage in any other
occcupatione

NMEM_SECTION. Section 6. Powers and duties of
directors (1) The director shali:

{a) administer the operation of the state Yottery in
accordance with [this act] and the rules and other
directives of the commission;

{b) employ and direct personnel necessary to the
operation of the state lottery;

{c) license lottery ticket sales agents and suspend or
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revoke licenses pursuant to [this act] and commission rules;
and

{d) waintain the security of the state lotterye

{2} HWith the concurrence of the commisslion or pursuant
to commission direction or rules, the director may epter
into contracts of no longer than 6 months for materialse
equipments and supplies to be used in the operation of the
state lotteryy for the design and installation of gamess and
for promotion of the Yotterys No contract is 1legal or
enfaorczable that provides for the management of the state
lottery or for the entire operation of its games by any
private person ar firme When a contract s awardede a
per formance bend satisfactory teo the commission and executed
by a surety company authorized to do busliness in this state
or otherwise secured in a wanner satisfactory to the
commissiony in an amount egual to the price of the contracty
must be dellvered to the commissions

NEH_SECTI0ONa Section Te Ticket sales agents —
licensess (1) Lottery tickets or chances may be sold oniy by
ticket sales agents licensed by the director in accordance
With this sections

{2) The commission shall by rule determine the gplaces
at which state lottery game tickets cor chances may be sold.

{3} (a) Before issuing a licenses 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

(ili) the suffickency of exlsting licenses to serve the
public convenience and the volume of the expected salese.

{b) No person under 18 years of age may sell lottery
tickets.

{c) A license 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 agents

(4) The director may issue temporary licenses upon
conditions he considers necessaryes

(5) License applicants wmust be charged a $50 fee to
cover the cost of investigating and processing the
application.

{6} The director may require a3 bond from any licensed
agent in an awount provided in the commission®s rules and
may purchase a blanket bond covering the activities of
licensed agents.s

(7) A licensed agent shall display his license or a
copy thereof conspicuously in accordance with the
commission®s ruless

(8) A license is not assignable or transferablea

{?) No emplcyee of a ticket sales agent wmay be
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required to sel} lottery game tickets or chances if the sale
is against his retigious or moral beliefse

(10) sales agents are entitled to ne more than a 5%
commission on tickets and chances s50lde

(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
commissiony the directory the department of administrations
or the office of the attorney generala

(12) A license may be suspended or reveoked for failure
to maintain the Ticense qualifications provided in
subsection (3) or for violation of any provision of [this
act} or a commission rulee Prior +to suspension or
revocationy the 1icénsee wust be given notice and an
opportunity for a hearings

NEH_SEETIONs Section B. Sales restrictionse (1) The
price of each lottery game ticket must be clearly stated
thereonas The price of a lottery game chance vended hy a
wachine or electronic device must be clearly stated on the
machine or device.

{2) Tickets and chances may not be sold to or
purchased by persons under 18 years of agee.

{3} Tickets and chances must be paid for in cashe

{4) Tickets and chances wmay not be sold to or

purchased by commissionerss the directory his staffs gaming
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suppliers doling business with the state lotterysy suppliers®
officers and employeesy any person auditing or investigating
the state lotterys of members of their families living with
thems

NEW_SELTICN, Section 9« ©Oisclosure of oddse The
director shall wake adequate disclosure of the odds with
respect to each state lottery game by stating the odds in
Tottery game advertisements and by posting the odds at each
place in which tickets or chances are solde

NEM _SECTION. Section 10. State lottery funde There is
A special revenue fund within the office of the director of
the state lottery to be known as the state lottery funde The
gross revenue from the state lotterys consisting of money
from the sale of lottery tickets and chances, ticket salas
agent 1license feesy unclaimed prizesy or any other sources
must be deposited in the funde

MEM_SECIION. Section lle Disposition of revenues (1)
Forty-fiva percent of the money paid for tickets or chances
in each separate state lottery gQame must be pald out as
prize money for the game.

{2} Up to 20X of the qgross revenue from the State
lottery may be used by the director to pay the operating
expenses of the state Jottery. Commissions paid to lottery
ticket sales agents are a state lottary oparating expenses

(3) That part of all gross revenue not used for the
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payment of prizes and operating expenses is net revenue and
must be paid quarterly as followss

{a) Fifty percent of the net revenue generated 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 propertys
reside in Montana with friends or relatives owning or
renting propertys or reside in Montana in a hospitaly rest
homes or similar establishmente A person may apply for his
pro rata share on a form prescribed by the directore The
form must provide for inclusion of pertinent information
reqgarding the applicants including names agey place and date
of births mailing addressy and the geoqraphical location of
the applicant®s residence. The form must contain a statement
that the signing applicant affirms the truth of the
informatjon on the forme The commission shall adopt rules
implementing this subsection {3)(a)s including rules
relating to the content and distribution of forms and the
determination and payment of pro rata sharess

(b} Fifty percent of the net revenue generated in each
county must be paid into the general fund of that county.

{c) Fifty percent of the net revenue paid into the
general fund of each county must be paid by that county to
the genreral funds of the incorporated cities and towns and

consolidated 1ocal governments in that county in the ratio
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which the population within the corporate limits of each
citys towns or consolidated local government bears to the
total population of the countys The population of each citys
towns and consolidated 1ocal government shall be determined
by tihe 1ast preceding official federal censuse

NEK SECTION. Section 12. Felony and gaambling-related
convictions —-- ineliqgibility for Jlottery positionse No
person who has been convicted of a felony or a
gambling-related offense under federal law or the law of any
state may be a commissionery directors employee of the state
lotteryy or licensed ticket sales agent.

MEM_SECTIOM. Section 13. Conflict of intereste No
commissioners state lottery employeey licensed ticket sales
agents or member of his family living with him wmay have a
financial interest in any gaming supplier or any contract
between the state lottery and a gaming supplier or accept
any oift or thing of value from a gaming supplier.

NEM. SECTIONe Section 14. Payment of prizes ==
unclaimed prires. (1) The commission may provide for the
inmediate payment of prizes by the ticket sales agent who
sold the winnina ticket or chance whenever the amount of the
prize is less than an amount Set by commission rulee

(Z) Prizes over 3$100,000 may in the discretion of the
director be paid either in one Tump sum or in equal yearly

instaliments without interest over a period of not more than
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10 yearss except that each installment payment wmust be at
least $204000.

(3) Prizes not claimed within & months are forfeited
and must be pald into the state lottery fund. No interest is
due on a prize when a claim is delayed but made within &
monthse

NEM_SECIIONs Section 15« Disclosures by gaming
supplierse (1) Any persony fitms associations or corporation
that submits a bid or proposal for a contract to supply
lottery equipments tickets, or other material for use in the
operation of the state lottery shall disclose at the time of
such bid or proposal:

{a} the supplier®s business name and address and the
names and addresses of the following:

(i) if the supplier is a partnerships all of the
general and limited partners;

{ii) if the supplier is a trusty the trustee and alil
persans entitled to receive iIncome or benefit from the
trust;

(iii) if the supplier is an asscciations the members,
officersy and directors;

{iv) iIf the supplier is a corporations the officerss
directorss and each owner or holdere directly or indirectlys
of any equity security or other evidence of ownership of any

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

-2



-

® - & W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 0016701

owners or holders of publicly held equity securities of a
publicly traded corporations only the names and addresses of
those owning or holding 5% or wore of the publicly held
securities must be discloseds

(v} if the supplier is a subsidiary companyy each
intermediary companys holding companys or parent company
involved therewith and the officerses directorsy and
stockholders of each; except thats in the case of owners or
holders of publicly held securities of an intermediary
companys holding companyy or parent cowmpany which is a
publicly traded corporations only the names and addresses of
those owning or holding 5% or more of the puplicly held
securities must be disclosed;

{t) if the supplier is a corperationy all the states
in which the supplier 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 convictions state or federals
of the supplier or any person whose name and address are
required by subsection (l)(a) of a criminal offense
punishable by imprisonment for more than 1 year;

(2) the details of any disciplinary acticon taken by
any state against the supplier or any person whose name and

address are required by subsection (1l)ta) regarding any
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matter related to the sellings leasingy offering for sale or
leasey buyings or servicing of gaming wmaterials or
equipment;

(f) audited annual Financial statements for the
preceding 5 years: and

{9} a statement of the gross receipts realtized in the
preceding year from the sales 1leasey or distribution of
gaming materials or equipment to states operating lotteries
and to private persons llcensed to conduct gamblingy
di fferentiating that portion of the qross receipts
attributable to transactions with states operating lotteries
from that portion of the gross receipts atiributable to
transactions with private persons licensed to conduct
gambling;

{h) the name and address of any source of gaming
materials or equipment for the suppliers:

{i} the number of years the supplier has been in the
business of supplying gaming materials or equipaent; and

{j} any other informations accompani ed by any
documents the commission by rule may reasonably require as
being necessary or appropriate in the public interest to
accomplish the purposes of {this actl.

{2} No persons flrmey associations or corperation
contracting to supply gaming equipment or materials to the

state for use in the cperation of the state lottery may have
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any financial interest or connection with any persone firme
associations or corporation licensed as a ticket sales
agente

{2) No contract for supplying gaming materials or
equipment for use in the operation of the state Jottery is
enfarceable against the state unless the reguirements of
this section have been fulfilled.

NEW SECTIIONe 5Section 164 Anaual audit. The department
of admipistration shall conduct an annual audit of the state
lotterye A copy of the audit report must be delivered to the
commissiony the directory the governorsy the president of the
senates the speaker of the house of representativesey and
each wmember of the appropriate committee of sach house of
the leqislature as determined by the president of the senate
and the speaker of the houses

HENW _SECTIONg Section 17« [Envestigations and Tegal
services and proceedingse (1) The attorney general Shall
provide tegal services for the state lottery at the request
of the director or the commissione« The attorney general
shalt make reasonable efforts to ensure that there s
continuity in the Tegal services provided and that the
attorneys providing legal services have expertise in the
field.

{2) The attorney general shall make investigations and

prosecute or defends on ‘bDehalf of the director and
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commissiony suits and other proceedings Involving the state
lottery or necessary to carry out the purposes of [this
act]a

{3) The commission and directer may 2also carry out
investigationse The attorney general must be informed of
each such investigation before it beqins and must be
informed of the results of the investigation»

BMEM _SECTION. Section 18. Penaltiess It is a
mi sdemeanory punishable by a fine not to exceed 3500 or
imprisonment in the county jail for a term not to exceed &
monthsy Or bothe to knowingly or purposely:

{1) require an employee to sell lottery tickets or
chances in violation of [section 7{(9));

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

{3) sell a lottery ticket or chance to a person under
18 years of ages

{4) violate [subsection (3) or {4) of section 8];

(5) serve as a commissionery directorsy employees oOF
licensed agent of the state lettery in violation of [section
12733

{6} violate [section 13];

(7)) vioclate [section 15]); or

(8) iInfluence the winning of a prize through the use
of coesciony frauds deceptions or tampering with lottery

equipment or materialse
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Section 19« Section 23-5-202+ MCAe is amended to read:

®23-5-202e« Applications This part shall not apply to
the provisions of part 4 of this chaptery__to_ _{sections _1
through_ _183s or +to the giving away of cash or merchandise
attendance prizes or premiums by public drawinas at
aqricultural fairs or rodec associations in this state. and
the county fair commissioners of agricultural fairs or rodec
assoclations in this state may give away at such fairs cash
or merchandise attendance prizes or premiums by public
drawingse®

NEMW. SECYION, Section 20e. Initial appointment and
terms of COmMi SSiONErs. Initial appointments to the
commission must be made within 30 days after [the effective
date of this act]e One senate appointees one house
appointees and one qubernpatorial appointee shall serve for 2
years; one senate appointees one house appointeesy and one
qubernatorial appointee shall serve for 3 years; and one
qubernatorial appointee shall serve for 4 yearsas

NEH _SELIIONa. Section 21. Initial duties of commission
~= lottery study -- first game. [1l) The commission shall
conduct an initial study of other state lotterieses

(2) The commission shall begin the operation of state
lottery games at the earliest practicable time and in any
eyent within 150 days after [the effective date of this

att]e
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MEW SECTION. Section 22. Severabilitye. If a part of
this act is invalids 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 applicationss the part remains
in effect in all valid applications that are severable from
the invalid applications.

MNEM_SELIION. Section 23« Effective datea. This act is
effective on passage and approvale

—End-
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STATE OF MONTANA 179-83

REQUEST NO. _________ ...
FISCAL NOTE
Form 8D-15
In compliance with a written request received January 22, .19 83 ., there is hereby submitted a Fiscal Note
Senate Bill 223 ) ) o L
for oL 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. 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

y
7

BUDGET DIRECTOR
Office of Budget and Program Planning

Date:_l:__g g" (?3




FISCAL IMPACT:

EXPENDITURES:
Department of Justice:
Personal Services:

Commissioners - (48 meeting days

in 84 & 24 in 85 at $100/day)
Director ($30,000 x 20%)

FY 84

$ 33,600
36,000

5 attorneys (G17-2 + 20% benefits) 156,110

5 investigators (Gl5-2 + 20%)

2 auditors {(Gl2-2 + 20%)

6 secretaries (G9-2 + 20%)
TOTAL

Operating:
Contracted Services

Supplies
Printing Tickets
Remaining Supplies

Communications

Travel
Commission per diem ($90/day)
Remaining Travel

‘Rent

Repairs & Maint.

TOTAL

Equipment:
Desks
Chairs ‘
Vehicles 6 @ 58,700
Typewriters
Lottery Equipment
Total

Total Expenditures

Office of The Legislative Auditor:
Observations ‘
Audits

Total Expenditures

Department of Justice
Office of the Legislative Auditor

131,230
40,836
97,548

§ 405,324
$ 10,625

$ 100,000
44,100

14,700

$ 32,240
36,400
8,400
9,450

§ 253,915

$ 8,400
6,300
60,900
4,800
100,000

5 180,400

X

$ 929,639

5 960
21,000

§ 21,960

$ 29,639

21,960

Grand Total of Operating Expenditures § 951,599

FY 85

$ 16,800
37,440
162,354
136,479
42,469
101,450

§ 496,992
$ 11,250

$ 100,000
45,864

15,288

§ 15,120
37,856
8,736
. 9,828

243,942

§ 243,

$ -

$ 740,934

K 960

12,000
¢ 12,960

$ 740,933

12,960

§ 753,893

Biennium
Total

$ 50,400
73,440
318,464
267,709
83,305

198,998
$ 992,316

§ 21,875

$ 200,000
89,964

29,988

$ 45,360
74,256
17,136

§ 497,857

$ 8,400
6,300
60,900
4,800
100,000
180,400

$ 180,

$1,670,573

5 1,920
33,000

§ 34,920

$1,670,572

34,920
§1,705,492



REVENUE :
Gross Revenue From Lottery $10,000,000 $10,000,000
Lottery Prize Payments 4,500,000 4,500,000
Payments To Elderly Residents 2,274,201 2,373,054
Distribution to Incorporated

Cities and Towns 1,137,102 1,186,527
Distribution For County Purposes 1,137,102 1,186,527

TECHNICAL NOTE:

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 BD-15§ -

In compliance with a written request received __January 22, .19 _83 _  there is hereby submitted a Fiscal Note
Senate Bill 223

for pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

Background information used in developing this Fiscal Note is available from the QOffice of Budget and Program Planning, to members
of the Legisiature 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 observatioen. :

&) The audits by the OLA must insure that good internal controls are established

centrally cover the system with accountability for the money and tickets for
each lottery drawing.

Continued

el

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: 2 l\‘ Kg

SECOND PRINTING




FISCAL IMPACT:

EXPENDITURES:
Department of Revenue:
Personal Services:
Commissioners - (48 meeting days
in 84 & 24 in 85 at $100/day)
Director ($30,000 x 20%)

FY B84

$ 33,600
36,000

3 Assistants (G16-2 + 20% benefits) 85,903

1 anditor (G12-2 + 20%)
1 yr. only to review initial
applications
6 admin. asst. (GV-2 + 20%)
TOTAL

Operating:

Contracted Services -
Delivery of Tickets
Misc.

Supplies
Printing Tickets
Remaining Supplies

Communications

Travel
Commission per diem ($90/day)
Remaining Travel

Rent

Repairs & Maint.

TOTAL

Equipment:
Desks
Chairs
Vehicles 2 @ $8,700
Typewriters
Lottery Equipment
Total

Total Expenditures

Office of The Legislative Auditor:
Observations
Audits

Total Expenditures

Department of Revenue
Office of the Legislative Auditor

20,418

113,364
$ 289,285

25,000
10,000

100,000
22,000

14,700

32,240
20,000
8,400
9,450

§ 741,790

5,100
3,850
17,400
4,800
100,000

§ 131,150
662,225

960
21,000

21,960

662,225
21,960

Grand Total of Operating Expenditures § 684,185

FY 85

$ 16,800
37,440
89,339

0

117,899
$ 261,478

25,000
10,000

100,000
20,000

15,300

15,120
20,000
8,736
9,828
§ 223,984

485,462

960
12,000

12,960

485,462
12,960

§ 498,422

Biennium
Total

$ 50,400
73,440
175,242
20,418

231,263

$ 550,763

50,000
20,000

200,000
42,000

30,000

47,360
40,000
17,136
19,278

$§ 465,774

5,100
3,850
17,400
4,800
100,000

131,150

1,147,687

1,920
33,000

34,920

1,147,687
34,920

$1,182,607

sf 227



REVENUE:
Gross Revenue From Lottery $10,000,000
Lottery Prize Payments 4,500,000
Payments To General Fund 2,407,908
Distribution to Incorporated

Cities and Towns 1,203,954
Distribution For County Purposes 1,203,954

TECHNICAL NOTE:

$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

The Local Government
Services Division, (under Department of Administration), only performs post audits

no existing audit functions to handle this responsibility.

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

SB237
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STATEMENT OF INTENT
SENATE BILL 223

Under section 4 the S5tate Lottery Commission must
establish and operate a state lottery and adopt palicies and
rules regarding:

(1) the operations of +the Jlottery director and his
staffs

{2) the prices numbers and size ofrtickets:

{3} the drawing of lottery winners;

{4) lottery tickets or chance sales and ticket sales
agents

[S} the immediate payment of small prizes; and

(6) other matters relating to the successful operation
of the lotterys

4 State lottery is primarily a business operation and
has as a purvpose the earning of net revenues The successful
operation of a state Jotterys as shown by the experience of
other state lotteriess depends to a large deqree upon the
ability of a2 lottery staff well-versed in business matters
to operate the lottery as a business and without undue
constraint by statute or administrative rules The success of
a tottery also depends upon the operation of the lottery
within a statutory framework ensuring the integrity of the

staff and all phases of the operation of the Tottery and the

~ w

w

it
11
12
13

14

58 223

avoidance of even the appearance of any illegalities or
conflicts of interests

To these endsy 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 Tlottery and will be adopting
rules ensuring the integrity and success of the lotterye.

In accord with the theory that a lottery is primarily a
businessy it is contemplated that the rules will changes or
allow changes in the operation of the lotterys consistent
with statutes s new business techniques and ideass new
ganmes and prizesy better outlets for ticket saless and
better management techniques are discovereds The Tlottery

should inc¢lude a large number of small prizese

SECOND READING
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Approved by Committee
on Business and Industry

SENATE BILL NO. 223
INTRODUCED DY STIMATZs PAVLOVICHy HAFFEY.
DANIELSy QUILICI+ Re MANNINGy J+ JENSENs
JACORSONy LYNCHy MENAHAN. DOZIER»
KEENANy HARRINGTONs OAILYs DRISCOLLS
MCCORMICKy OYCONNELLy KEYSERy CHRISTTAENS,
Ds BROWNs PISTORIAe HANDs BERGe

FULLERy HOLLIDAYs De HANNING

A BILL FOR AN ACT ENTITLED: ®aAN ACT TO ESTABLISH A STATE
LOTTERY AND PROVIDE FODR A COMMISSIONs OIRECTOR,s AND
PERSONNEL TO OPERATE THE STATE tOTTERY; AMENDING SECTION

23-5-202y MCA5 ANO PKOVIDING AN IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED 3Y THE LEGISLATURE OF THE STATE OF MONTANA:

4EM_SECIION. Section l. Short title. [{This act] may
be cited as the "Montana State Lottery Act of 1983%.

CH._SECIIONs Section 2« Definitionss AS used in [this
actle tha following definitions apply:

[LY ™“Commission® means the state lottery commission
created by {section 3].

(2) M"Director® means the director appointed by the
commission under {section &} to administer and manage the
state lotterye

£3) “iottery gawme™ means any procedurey inciuding any

e
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procedire using a machine or electronic devicey 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 limited to weekly (or others longer time period) winner
gamess instant winner gamess daily numbers gamess and sports
pool gamesy except sports pools governed by Title 23y
chapter 5y part S.

(&#) “Lottery™ of "state lottery® means the Moatana
state lottery created and operated pursuant to {this act]le

MEM.SECIIUN. Section 3. State Jlottery commission ——
allocation -- composition =— compensation == quorume (1)
There is a state lottery commission.

(2) The commission consists of ssven memberse who
shall reside in Montanae Two are appointed by the senatey
two are appointed by the house of representativess and three
are aspointed by the qovernore

(3) At least one commissioner must have 5 years of
experience as a Jaw enforcement officer.s At 1least oane
commissionar must be an attorney admitted to the oractice of
law in Montanas At least one commissioner must be a
certified public accountant ticensed in Montana.

(4) After initial appointmentse each commissioner
$hall be appointed to a 4-year term of offices and the terms
shall be staggered.

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

-2= 58 223
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the asthority that appointed him. An office that for any
reason becomes wvacant must be filled within 30 days by the
authority which appointed the commissioner who vacated the
officay and the commissioner filling the vacancy shall serve
for the rest of the unexpired terme

{6) The senate and house of representatives shall each
providey by rule or otherwisees a3 method by which their
powers of appointment and removal for cause wunder this
section are to be exercised while the legislature is not in
session as well as when it is in sessione

{7) The commission shall appoint one of its members as
chalrmans

[8) Five or moure commissioners constitute a quorum to
do businessy and action may be taken by a majority of a
quoerume

(9) Commissioners are entitled to compensationy to be
paid out of the state lottery funds at the rate of 5100 for
each day in which they are engaged in the operformance of
thelr duties and are entitled to travely mealss and lodging
expensesy to be paid out of the state lottery funde as
provided for in Title 2+ chapter 18y part 5.

{10) The commission IJs allocated to the department of
revenue for administrative purposes onlys except that onty
subsections (11{aj)e {LF(c¥¥- H{2}(€)y {3)(adey and (3}(b) of

2-15-121 apply to the comnlssione

~3- SB 223
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MEM. SECIION. Section 4. Powers and duties of
commissions The commission shall:

{1) establish and cperate a state lottery;

{2) appointy and way remove for good causey a director
of the state lottery as provided in [section 5]}

{3) determine policies for the cperation of the state
lotterys supervise the director and his staffy and meet with
the director at least once every 3 months to wmake and
consider recommendationssy set policiesy determine types and
forms of lottery games to be operated by the state lotteryy
and transact other necessary business;

{4} determine ticket prices and the number and size of
prizes;

(5) provide Ffor the conduct of drawings of winners of
lottery gamess A1l drawings must be held in public. The
salection of winning tickets wmay not be performed by an
employee of the lottery or by a member of the commissiona
AYl drawings wust be witnessed by a professional staff
emplovee of the 1legislative auditor®s eoffices and all
lottery drawing equipment used in public drawings to select
winning prizes or participants for prizes must be examined
by the director®s staff and a professional staff employee of
the legislative auditor®s office prior to and after each
public drawinge

{5) carry outs with the directors a continuing study

-l 58 223
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of tha state lotteries of Montana and other states to make
the state lottery more efficlents profitabley and secure
from violations of the Yaw;

(1) prepare quarterly and annual reports on altl
aspects of the operation of the state lotterys including but
not limited to types of gamess gross revenues prize money
paids operating expensess net revenue to the state and
counti asy contracts with gaming supplierss and
recomnendations for changes to ([this act)s and deliver a
copy of each report to the governory the department of
administrationy +the president of the senates the speaker of
the houyse of representativaese and each member of the
approsdriate committee of each house of the legisliature as
determined by the president of the senate and the speaker of
the housei and

[3) adopt rules necessary to carry out [this act],

MEW_SECILUNs Section S. Director -~ appointwent --
qualifications. {1) The director is appcinted by the
commissions which may remove him for good causee

{2) The director must be qualified by training and
experience to direct the state lottery. He shall ve a
full-time employee and may not engage in any other

occupatione

NEH_SECI1ONs Section &« Powers and duties of

director. (1) The director shall:

-5. 5B 223
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{a) administer the operatlon of the state lottery in
accordance with fthis act] and the rules and other
directives of the commisslion;

{py employ and direct personnel necessary to the
operation of the state lottery;

[c) }icense lottery ticket sales agents and suspend or
revoke licenses pursuant to [this act] and commission rules;
and -

(d) maintain the security of the state lottery.

{2) With the concurrence of the commission or pursuant
to commission direction or rulesy the director may enter
into contracts of no tonger than & months for materialse
equipmenty and supplies to be used in the operation of the
state lotterys for the design and installation of gamessy and
for promotion of the 1lottery. WNo contract is legal or
enforceable that oproviages for the management of the state
lottery or for the entire operation of its games by any
private person or firms wWhen a contract is awardady a
per for mance bond satisfactory té the commission and executed
by @ sdrety company authorized to do business in this state
or otherwise secured in a wmanner satisfactory to the
commisslionsy in an amount egual to the price of the contracty
must be delivered ta the comaissions

NEW. SECTIONA Section 7. Ticket sales agents --

licens25. (1) Lottery tickets or chances may be sold only by

-6= 5B 223
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ticket sales agents licensed by the director in accordance
with this sectione

(2} The commission shall by rule determine the places
at which state lottery game tickets or chances may be solds

{3) (a) Defore issuing a licensey the director shall
considert

(i) the financlial responsibility and security of the
person and his business or activity;

{(i1) the accessibility of his place of business or
activity te the public; and

(ifi) the sufficiency of existing licenses tso serve the
public convenience and the volume of the expected sales,

(b] Mo person under 18 years of age may sell lottery
ticketss

(¢) A license as an agent to sell lottery tickets or
chances may not be issued t0 any person to engage in
business exclusively as a lottery ticket sales agent.

{4) The director may issue temporary 1ticenses upon
conditions he considers necessarye.

(5) License applicants must be chargaed a $50 fee to
cover the cost of investigating and processing the
applicatione

{6) The director may require a bond from any licensed
agent in an amount provided in the commission®s rules and

may purchase a blanket bond covering the activities of

-Tw 5B 223
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licensed agentss

t7T) A Yticensed agent shalt displtay his license or a
copy thereof conspicuously in accordanca with the
commission*s rules.

(8) A license is not assignable or transferable.

(9) No employee of a ticket sales agent may be
required to sell lottery game tickets or chances if the sale
is against his reliqious or moral beliefs.

(10) Sales agents are entitted to no more than a 5%
commission on tickets and chances sold.

(L1) 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
commissiony the directory the department of administrations
or the office of the attorney general.

(12) A license may be suspended or revoked for fallure
to maintain the license qualifications oprovided in
subsection (3) or for violation of any provision of [this
act} or a commission rules Prior to suspension or
revocitionsy the 1licensee wmust be given notice and an
opportunity for a hearing.

NEW_SECIIONa Section Be Sales restrictionse (1) The
prica of each lottery game ticket must be clearly stated
there>ns. The price of a lottery game chance vended by a

machine or electronic device must be clearly stated on the

-8- SB 223
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machine or devices

(2) Tickets and chances may not be sold to or
purchased by persons under 18 years of age.

{3} Tickets and chances must be paid for in cash.

{4) Tlckets and chances may not ba sold to or
purchased by commissionersy the directors his staffy gaming
suppliers doing busliness with the state lotterys supplierst
officars and employeessy any person auditing or investigating
the state lotterys or members of thelr families living with
theme

NEW_SECT10Nx Section 9. Disclosure of oddse The
director shall make adequate disclosure of the odds with
respect tc 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 solde

1Ed_SECILON. Section 10e. 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 money '

from tne sale of lottery tickets and chances, ticket sales
agant license feesy unclaimed prizes, or any othar sources
must 2e deposited in the funde

YEW _SECEIONs Section lie. Disposition of revenue« (1)
Forty-five percent of the money paid>for tickets or chances

in each secparate state lottery game must be naid out as
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prize money for the game.

{2) Up to 20% of +the gross revenue from the state
fottery may be used by the director ‘'to pay the aperating
expenses of the state lotterys Commissions paid to lottery
ticket sales agents are a state lottery cperating expenses

{3) That part of all gross revenue not used for the
payment of prizes and operating expenses is net revenue and
must be paid gquarterliy as follows:

(a) Fifty percent of the net revenue generated-in-each
county nmust be annual}f paid out of the state lottery fund
on=a-pro-rata-baats-to-Montane~residents-age—6-or-ever-—whe
own——Br-pent-property-in-Montana-and-reside-on—the-propertyy
reside-$n--Montana-~with--friends--or--retatives——owning——or
rent+ng--prepertyr--or-res+de-+n-Henteﬁe-&nha—hesp+e§¥v-fest
homey-or-s+mitar-escabtishmentr—A—person—may—applty——for——his
pro--rata--share-—on--a-form-preseriped-dy—-the-directorv~Fhe
form—moest-provide—for--inetusion-—af-—pertinent--infornation
regeréing-the-app*+enatv-iae+ud+ﬂg—namey‘agev—p4ace—and-ﬂnte
af-—birthy-marting-oddressy—and—the-geoqraphiecat-tocation-of
the—apsireantte-residencer—fhe-formmust-cantain-a-sencement
that~—the--signing--aspiicant-—affirma--the--truth--of---the
fnformation——on——tpe——forme—Fhe-commission-shati-adope-rutes
Tnplementing-—this-—subseetion——{3)tayy---itnetuding---routes
retating-——ts--the--gontent-and-distribution-of~formes-and-the

deterairnation-and-payment-of-pro-rata-skaress INID _THE STATE

=10~ SB 223
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GENERAL EUND,

(b} Flfty percent of the net revenue generated in each
county must be paid into the general fund of that countye.

{c) Fifty percent of the net revenue paid into the
general fund of each ceunty must be paid by that county to
the general funds of the incerporated cities and towns and
consol idated Jocal governments in that county in the ratio
which the population within the corporate timits of each
citys towny or consclidated local qovérnment bears to the
total population of the county. The population of each city,
townes and consolidated 1ocal government sha]]‘be determined
by thz last preceding official federal censuss

YEY SECIION. Sectian 12« Felony and qambling~-related
convictions —— ineligibility for 1lottery posftions. No
person wno  has been convicted of a felony or a
gambling-related offense under federal law or the law of any
state may be a commissioners directors employee of the state
lotterys or licensad ticket sales agent.

NEM_SECIION. Section 13+ Conflict of interest. No
commissioners state tottery employeey licensed ticket sales
agents or member of his family living with him may have 2
financial iInterest 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 suppliers

MEM_ SECIIONs Section 14« Payment of prizes -—

L2 3 5 SB 223
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unclained prizess (1) The commission may provide ‘for the
immediate payment of prizes by the ticket sales agent who
sold the winning ticket or chance whenever the amount of the
prize is less than an amount set by commission ruleas

(2) Prizes over $100,000 may in the discretlion of the
director be paid either in one lump sum or in equal yearly
installments withoutlinterest over a period of not more than
10 yearsy except that ea;h installment payment wmust be at
least £20,0004

{(3) Prizes not claimed within 5 months are forfeited
and.must be paid into the state lottery funde No interest is
due on a prize when a claim is delayed but made within &6
monthse.

NEW_SECLIION. Section 15. Clsclosures by gaming
suppliarse (1) Any persons firmes associations or corporation
that subaits 2 bid or proposal for a contract to supply
lottery equipmenty ticketsy or other material for use in the
operation of-tNe state lottery shall disclose at the time of
such did or proposal:

{a) the supplier®s business name and address and the
names and addresses of thé foellowing:

{i) if the supplier 1is a partnerships all of the
general and limited partners;

(ii) if the supplier is a trusty the trustee and all

persons entitled to receive {Income or banefit from the
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trust;

(iii) if whe supplier is an associationy the memberss
officersy and directors;

(iv) if the supplier is a corporationy the officerssy
directorss and each owner or holdery directly or indirectliy,
of any equity security or other evidence of ownership of any
interest in the corporation; except thats in the case of
owners or holders of publicly held equity securities of a
publicly traded corperations only the names and addresses of
those owning or holding 5% or mere of the publicly held
securities myst be disclosaed;

(vl if the supplier is a subsidiary companys each
internadiary companys holding companyy or parent company
involved therewith and the officersy directorsy and
stockholders of each; except thate in the case of owners or
hclders of publicly held securities of an intermediary
companys holding Company, oOr parent company which is a
publicly traded corporations only the names and addresses of
thase owning or holding 5% or more of the publicly held
securities must be disclused;

{c} if the supplier is a corporations all the states
in which the supplier is authorized to do ousiness and the
nature of that business;

{c) other jurisdictions in which the supplier has

contracts to supply gaming materials or equipment;

—13- S8 223
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{dY the details  of any convictiony state or federals
of the supplier or any person whose name and address are
required by subsection ({l1){a) of a criminal offense
punishable by imprisonment for more than 1 year;

ie) the details of any disciplinary action +taken by
any state against the supplier or any person whose name and
address are required by subsection (1)(a) regarding any
matter related to the sellings leasings offering for sale or
lease, buying, or servicing of gaming materials or
equipmznt; -

(f) oudited annual financial statements for the
preceding 5 years; and

{3) a statement of the gross receipts realized in the
preceding year from the sales leasey or distribution of
gamina wmaterials or equipment to states operating lotteries
and to private persons licensed to conduct gambl ings
differentiating that poartion of the gross receipts
attributable to transactions with states operating lotteries
from ¥rhat portion of the gross receipts attributable to
transactions with private persons licznsed ¢0 conduct
gambling;

{h) the name and address of any source of gaming
materials or equipment for the supplier;

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

business of supplying gaming materials or equipment; and

14~ $B 223
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{j) any oather informations accompanied by any
documants the commission by rule may reasonably require as
being necessary or appropriate in the public interest to
accom lish the purposes of [this act].

{2) No persons firms associationy or corporation
contrzcting to supply gaming equipment or materials to the
stata for use in the operation of the state lottery may have
any Financial interest or connection with any persany firmy
associationy or corporation licensed as a ticket sales
agent.

{3} No contract for supplying gaming materials or
equipment for use in the operation of the state lottery is
enferceable ageinst the state unless the requirements of
this section have been fulfilleds

NEM_SECTIONa Section 16« Annual audite The department
of-—adwninistretion LEGISLATIVE _AUDITOR shall conduct an
annual  audit of the state lotterys IHE COSIS_OFE_IHE.AUDIT
MUST. BE.PAID_RY THE_STATE LOTTERY COMMISSIDONG A copy of the
audit report must be delivered to the commissions the
directors the governors the president of <the senatey the
speaker of the house of representatives, and each member of
the appropriate committee of each house of the legislature
as determined by the president of the senate and the speaker
of the houses

NEW_SECTION. Section 17« 1Investigations and tegal
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services and proceedingss (1) The attorney general shall
provide 1legal services for the state lottery at the request
of the director or the commissions The attorney gaeneral
shall wmake reasconable efforts to ensure that there is
contituity in the legal services provided an¢ that the
attorneys providina 1legal services have expertise in the
field.

(Z) The attorney general shall make investigations and
prosecute or defends on behalf of the director and
comnissionsy suits and other proceedings involving the state
lottery or necessary to carry out the purposes of [this
actls

{31 The commission and director may also carry out
investigations. The attorney general must be informed of
each such investigation before it begins and must be
inforned of the results of the investigatione

MEN_SECTIONe Section 18« Penaltiese It is a
misdemeanore punishable by a fine nhot to exceed $500 or
imprisonment in the county jail for a term not to exceed 6
monthss or bothy to knowingly or purposelys

{1) require an employee to sell Jottery tickets or
chances in violation of [section T(9)]);

{2) violate [section T{11)]:

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

18 years of age;
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{4) violate [subsection {3} or {4) of section 8];

{(5) serve as a commissicners directors emplayeey oOr
licensed agent of the state lottery in violation of [section
1235

{(6) violate [section 13];

(7y violate [section 153 or

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

of caerciony fraudy deceptions or tampering with lottery
equipnrent or materials.

Section 19. Section 23-5-202+ MCAe is amended to reads

n23-5-202. Applicatione This part shall not apply to
the oprovisions of part & of this chaptery Lo fsectigns 1
throuzn_l8ls or to the giving away of cash or wmerchandise
attendance prizes or premiums by public drawings at
aqricuitural fairs or rodeo associations in this states and
the councty fair commissioners of agricultural Fairs or rodeo
associations in this state may give away at such fairs cash
or merchandise attendance prizes or premiums by public
drawings.”

ME¥_SECIION. Section 20. Initial appointment and
terms of <commissioners. Initial appointments to the
commission must be wmade within 30 days after {the effective
date of this act]e Dne senate appointeey one house
apooilteer and one gubernatorial appointee shall serve for 2

years; one senate appointees one house appointees and one
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gubernatorial appointee shall serve for 3 yearsi and one
gubernatorial appointee shall serve for 4 yearss

MEY_SECTIONa Section 2le 1Initial duties of commission
-- Tlottery study =-- first gamee. (1) The commission shall
conduzt an initial study of other state lotteries.

(2) The commission shall begin the operation of state
lottery games at the earliest practicable time and in any
event within 150 days after ([the effective date of this
act]e

MEW _SECTIOMHs Section 22. Severability. If a part of
this act is invalide all v2lid parts that are severable from
the invalid part remain in effecte 1If a part of this act is
invalid in one or more of its applicationsy the part remains
in effect in a1l valid applications that are severable fronm
the iavalid applicationse.

NEW _SECTI1ONe Section 23 E£ffective dates This act is
effective on passage and approval.

-End~-
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