
HOUSE BILL NO. 945 

INTRODUCED BY PAVLOVICH, STIMATZ, QUILICI, D. BROWN, 
GARCIA, LYNCH, PATTERSON, JACK MOORE, CHRISTIAENS, 

RANEY, BERGENE, FRITZ, MENAHAN, NISBET, CODY, PISTORIA, 
O'CONNELL, KOEHNKE, SCHYE, HARRINGTON, DRISCOLL, 

KEENAN, HART, DEVLIN, KRUEGER, SPAETH, ZABROCKI, PECK, 
HOWE, HALLIGAN, KEYSER, NATHE, NORMAN, AKLESTAD, KENNERLY, 

ANDERSON, BRADLEY, SHAW, JONES, MONTAYNE, BACHINI, 
HOLLIDAY, VANVALKENBURG, GOULD, C. SMITH, FARRELL, 

JANET MOORE, DANIELS, HAFFEY, JACOBSON, LORY, MANNING, 
BOYLAN, GOODOVER, PETERSON, CONOVER, THAYER, 

BENGTSON, SWIFT, WEEDING, PHILLIPS, THOMAS, 
CRIPPEN, B. WILLIAMS, LANE, TOWE, JENKINS, 

HIRSCH, COMPTON, STEPHENS, MCCALLUM, GLASER, 
TVEIT, KOLSTAD, GAGE, STORY, CAMPBELL, ELLISON 

BY REQUEST OF THE HOUSE STATE ADMINISTRATION COMMITTEE 

March 23, 1985 

March 26, 1985 

March 27, 1985 

March 29, 1985 

March 30, 1985 

April 1, 1985 

IN THE HOUSE 

Introduced and referred to 
Committee on State 
Administration. 

Committee recommend bill do pass 
as amended. Report adopted. 

Bill printeq and placed on 
members' desks. 

Fiscal Note requested. 

Fiscal Note returned. 

Second reading, do pass as 
amended. 

Correctly engrossed. 

Third reading, passed. 

Transmitted to Senate. 



April 3, 1985 

April 9, 1985 

April 15, 1985 

April 17, 1985 

April 18, 1985 

April 19, 1985 

April 19, 1985 

April 20, 1985 

April 23, 1985 

IN THE SENATE 

Introduced and referred to 
Committee on Rules. 

On motion, rules suspended to 
accept bill. Motion adopted. 
Ayes, 327 Noes, 16. 

Rereferred to Committee on State 
Administration. 

On motion, rules temporarily 
suspended for the purpose of 
allowing all bills passed on 
second reading on the 85th 
Legislative Day to be advanced to 
third reading that same day. 

Committee recommend bill be 
concurred in. Report adopted. 

Statement of Intent attached. 

Second reading, concurred in. 

Third reading, concurred in. 
Ayes, 347 Noes, 15. 

Returned to House with Statement 
of Intent. 

IN THE HOUSE 

Received from Senate. 

Second reading, pass 
consideration. 

Second reading, Statement of 
Intent concurred in. 

Third reading, Statement of 
Intent concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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through 20] must comply with Article III, section 9, of the 

Montana constitution, which mandates that all fo~ms of 

gambling are prohibited unless authorized by acts of the 

legislature or by the people through initiative or 

referendum. Therefore, [sections 1 through 20] must be 

strictly construed to allow only those games that are within 

the scope of this section and within the definition of 

11 lottery game 11
• 

(3) -The state lottery may not: 

(a) operate a slot machine or carry on any form of 

gambling prohibited by the laws of this state; o~ 

(b) carry on any form of gambling permitted by the 

laws of this state but which is not a lottery game within 

the scope of this section and within the definition of 

"lottery game". 

NEW SECTION. Section 3. Definitions. As used in 

[sections l through 20], the following definitions apply: 

( 1) "Commission" means the state lottery commission 

created by [section 4]. 

(2) "Director" means the director appointed by the 

governor under [section 6] to administer and manage the 

state lottery. 

( 3) "Lottery" or "state lottery" means the Montana 

state lottery created and operated pursuant to [sect1ons 

through 201. 
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(4) "Lottery game" means any procedure, including any 

on-line or other procedure using a machine or electronic 

device, by which one or more prizes are distributed among 

persons who have paid for a chance to win a prize and 

includes but is not limited to weekly (or other, longer time 

period) winner games, instant winner games, daily numbers 

games, electronic video machine games, and sports pool 

games, except games prohibited by Title 23, chapter 5, part 

1; lotteries prohibited by Title 23, chapter 5, part 2; card 

games regulated by Title 23, chapter 5, part 3; raffles and 

bingo games governed by Title 23, chapter 5, part 4; and 

sports pools governed by Title 23, chapter 5, part 5. 

NEW SECTION. Section 4. State lottery commission 

allocation composition compensation-- quorum. (1) 

There is a state lottery commission. 

(2) The commission consists of five members, who shall 

reside in Montana, appointed by the governor. 

(3) At least one commissioner must have 5 years of 

experience as a law enforcement officer. At least one 

commissioner must be an attorney admitted to the practice of 

law in Montana. At least one commissioner must be a 

certified public accountant licensed in Montana. 

( 4) After initial appointments, each corrunissioner 

shall be appointed to a 4-year term of office, and the terms 

shall be staggered. 
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(5) A commissioner may be removed by the governor for 

good cause. An office that for any reason becomes vacant 

must be filled within 30 days by the governor, and the 

commissioner filling the vacancy shall serve fa~ the rest of 

the unexpired term. 

(6} The commission shall elect one of its members as 

chairman. 

(7) Three or more commissioners constitute a quorum to 

do business, and action may be taken by a majority of a 

quorum. 

(8) Commissioners are entitled to compensation, to be 

paid out of the state lottery fund, at the rate of $50 for 

each day in which they are engaged in the perfa'rm:-lnce of 

their duties and are entitled to travel, meals, and lodging 

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

provided for in Title 2, chapter 18, part 5. 

19) The commission is allocated to the department of 

commerce for administrative purposes only as prescribed in 

2-15-121. 

NEW SECTION. Section 5. Powers and duties of 

commission. The commission shall: 

( 1) establish and operate a state lottery and may not 

become involved in any other gambling or gaming; 

( 2) determine policies for the operation of the state 

lottery, supervise the director and his staff, and meet with 
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the director at least once every 3 months to make and 

consider recommendations, set policies, determine types and 

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

and transact other necessary business; 

(3) determine the price of each ticket or chance and 

the number and size of prizes; 

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

lottery games; 

{5) 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 

from violations of the law; 

(6) study the possibility of working with other 

lottery states to offer regional lottery games; 

(7) prepare 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, 

contracts with gaming suppliers, and recommendations for 

changes to [sections 1 through 20], and deliver a copy of 

each report to the governor, the department of 

administration, the legislative auditor, the president of 

tte senate, 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 
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and the speaker of the house; and 

(8) adopt rules necessary to carry out [sections 1 

through 20]. 

NEW SECTION. Section 6. Director -- appointment 

compensation --qualifications. (1) The director must be 

appointed by the governor and shall hold office at the 

pleasure of the governor. 

{2) The director must be qualified by training and 

experience to direct the state lottery. He must be a 

full-time employee and may not engage in any other 

occupation. 

(3) The director's salary is equal to 90% of the 

salary of the director of the department of commerce. 

NEW SECTION. Section 7. Powers and duties of 

director. ( 1) The director shall: 

(a) administer the operation of the state lottery in 

accordance with (sections 1 through 20] and the rules and 

other directives of the commission; 

{b) appoint an assistant director 

employ and direct personnel necessary to 

the state lottery; 

for security and 

the operation of 

(c) license lottery ticket or chance sales agents and 

suspend or revoke licenses pursuant to [sections 1 through 

201 and commission rules; and 

(d) maintain, with the assistant director for 
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security, the security of the state lottery. 

(2) With the concurrence of the commission or pursuant 

to commission rules, the director may enter into contracts 

for materials, equipment, and supplies to be used in the 

operation of the state lottery, for the design and 

installation of games, for consultant services, and for 

promotion of the lottery. All contracts must be made in 

accordance with state law. 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 firm. When a contract is awarded, a 

performance bond satisfactory to the commission and executed 

by a surety company authorized to do business in this state 

or otherwise secured in a manner satisfactory to the 

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

must be delivered to the commission. 

NEW SECTION. Section 8. Assistant director for 

security -- qualifications duties. ( 1) The director shall 

appoint an assistant director for security. 

(2} The assistant director for security must be 

qualified by training and experience, have at least 5 years 

of law enforcement experience, and be knowledgeable and 

experienced in computer security. 

(3) The assistant director for security shall: 

(a) be responsible for a security division to assure 
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security, honesty, fairness, and integrity in the operation 

and administration of the lottery, including but not limited 

to an examination of the background of all prospective 

employees, ticket or chance sales agents, lottery vendors, 

and lottery contractors. The security division is designated 

a law enforcement agency for the purpose of administering 

[sections 1 through 20]. 

(b) in conjunction with the director, confer with the 

attorney general or his designee to promote and ensure 

security, honesty, fairness, and integrity of the operation 

and administration of the lottery; and 

{c) in conjunction with the director, report any 

alleged violation of law to the attorney general, the 

legislative auditor, and any other appropriate law 

enforcement authority for further investigation and action. 

NEW SECTION. Section 9. Ticket or chance sales agents 

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

by ticket or chance sales agents licensed by the director in 

accordance with this section. 

(2) The commission shall by rule determine the places 

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

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

consider: 

(i) the financial responsibility and security of the 

applicant and his business or activity; 
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(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 sales. 

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

tickets or chances. 

(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 or chance sales 

agent. 

(4) The director may issue temporary licenses upon 

conditions he considers necessary. 

(5) License applicants shall pay a $50 fee to cover 

the cost of investigating and processing the application. 

(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 

licensed agents. 

(7) A licensed agent 

copy thereof conspicuously 

shall display his license or a 

in accordance with the 

commission's rules. 

(8) A license is not assignable or transferable. 

(9) No employee of a ticket or chance sales agent may 

be required to sell lottery game tickets or chances if the 

sale is against his religious or moral beliefs. 
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(10) Sales agents are entitled to no more than a 5% 

commission on tickets and chances sold. 

{ll) Each sales agent shall keep a complete and 

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

sales and provide it for inspection upon request of the 

commission, the director, the department of commerce, the 

office of the legislative auditor, or the office of the 

attorney general. 

(12) Sales agents may pay the state lottery only by 

check, bankdraft, electronic fund transfer, or other 

recorded, noncash, financial transfer method as determined 

by the director. 

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

to maintain the license qualifications provided in 

subsection (3} or for violation of any provision of 

[sections 1 through 201 or a commission rule. Prior to 

suspension or revocation, the licensee must be given notice 

and an opportunity for a hearing. 

NEW SECTION. Section 10. Sales restrictions. (1) The 

price of each lottery game ticket or chance must be clearly 

stated thereon. The price of a lottery game chance vended 

by a machine or electronic device ffi'.lst 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 age. 
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(3) Tickets and chances must be paid for in cash. 

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

purchased by commissioners, the director, his staff, gaming 

suppliers doing business with the state lottery, suppliers' 

officers and employees, employees of any firm or 

governmental agency auditing or investigating the state 

lottery, or members of their families living with them. 

(5) The names of elected officials may not appear on 

any ticket or chance. 

NEW SECTION. Section 11. Disclosure of adds. The 

director shall make 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. 

NEW SECTION. Section 12. State lottery fund. There is 

a fund of the enterprise fund type, as defined in 17-2-102, 

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

from the state lottery, consisting of money from the sale of 

lottery tickets and chances, ticket or chance sales agent 

license fees, unclaimed prizes, or any other source, must be 

deposited in the fund, except that, at the discretion of the 

director, money for prizes paid immediately by a sales agent 

and money equaling the sales agent's commission may be drawn 

by a sales agent from his gross revenue before depositing 

his gross revenue with the state lottery. 
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NEW SECTION. Section 13. Disposition of revenue. 11) 

As near as possible to 45\ of the money paid for tickets or 

chances in each separate state lottery game must be paid out 

as prize money for the game. 

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

lottery may be used by the director to pay the operating 

expenses of the state lott~ry. Commissions paid to lottery 

ticket or chance sales agents are a state lottery operating 

expense. 

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

payment of prizes and operating expenses is net revenue and 

must be paid quarterly from the enterprise fund established 

by [section 12] as follows: 

(a) 50% into the state general fund; 

(b) 50% of the net revenue generated in each county 

must be paid into the general fund of that county. 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 incorporated cities and towns and consolidated local 

governments in that county in the ratio which the population 

within the corporate limits of each city, town, or 

consolidated local government bears to the total population 

of the county. The population of each city, town, and 

consolidated local government shall be determined by the 

last preceding official federal census. 
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NEW SECTION. Section 14. Felony and gambling-related 

convictions ineligibility for lottery posit ions. 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 commissioner, director, assistant director, 

employee of the state lottery, or licensed ticket or chance 

sales agent. Prior to appointment to any such position, a 

person shall submit to the commission a full set of 

fingerprints made at a law enforcement agency by an agent or 

officer of such agency on forms supplied by the agency. 

NEW SECTION. Section 15. Conflict of interest. No 

commissioner, director, assistant director, state lottery 

employee, licensed ticket or chance sales agent, or member 

of his 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. 

NEW SECTION. Section 16. Drawings for and payment of 

prizes --unclaimed prizes. (1) All drawings must be held in 

public. The selection of winning tickets may not be 

performed by an employee of the lottery or by a member of 

the commission. All drawings must be witnessed by a 

professional staff employee of the legislative auditor's 

office, and all lottery drawing equipment used in public 

drawings to select winning prizes or participants for prizes 
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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 drawing. 

(2) The commission may provide for the immediate 

payment of prizes by the ticket or chance sales agent who 

sold the winning ticket or chance whenever the amount of the 

prize is less than an amount set by commission rule. 

Payment may not be made directly by an electronic game, 

machine, or device or by a computer terminal. 

(3) Prizes over $100,000 may in the discretion of the 

commission be paid either in one lump sum or in equal yearly 

installments without interest over a period of not more than 

10 years, except that each installment payment must be at 

least $20,000. 

(4) 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 claim is delayed but made within 6 

months. 

(5) The right to a prize is not assignable, but prizes 

may be paid to a deceased winner's estate or to a person 

designated by judicial order. 

NEW SECTION. Section 17. Disclosures by gaming 

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

that submits a bid or proposal for a contract to supply 

lottery equipment, tickets, or other material or consultant 
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1 services for use in the operation of the state lottery shall 
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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 partnership, all of the 

general and limited partners; 

(ii) if the supplier is a trust, the trustee and all 

persons entitled to receive income or benefit from the 

9 trust; 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

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

officers, and directors: 

(iv) if the supplier is a corporation, 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 corporation; except that, in the case of 

owners or holders of publicly held equity securities of a 

publicly traded corporation, only the names and addresses of 

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

securities must be disclosed; 

(v) if the supplier is a subsidiary company, each 

intermediary company, holding company, or parent company 

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 intermediary 

company, holding company, or parent company which is a 
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publicly traded corporation, only the names and addresses of 

those owning 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 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, equipment, or 

9 consultant services; 
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(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 

punishable by imprisonment for more than 1 year anC shall 

submit to the commission a full set of fingerprints of such 

person made at a law enforcement agency by an agent or 

officer of such agency on forms supplied by the agency; 

(e) the details of any disciplinary action taken by 

18 any state against the supplier or any person whose name and 
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address are required by subsection (l)(a) regarding any 

matter related to gaming consultant services or the selling, 

leasing, offering for sale or lease, buying, or servicing of 

gaming materials or equipment; 

{f) audited annual financial statements for the 

preceding 5 years; 

(g) a statement of the gross receipts realized in the 
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preceding year from gaming consultant services and the sale, 

lease, or distribution of gaming materials or equipment to 

states operating lotteries and to private persons licensed 

to conduct gambling, differentiating that portion of the 

gross receipts attributable to transactions with states 

operating lotteries from that portion of the gross receipts 

attributable to transactions with private persons licensed 

to 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 consultant services or gaming 

materials or equipment; and 

( j) any other information, accompanied by any 

documents the commission by rule may reasonably require as 

being necessary or appropriate in the public interest to 

accomplish the purposes of [sections 1 through 20]. 

(2} No person, firm, association, or corporation 

contracting to supply gaming equipment or materials or 

consultant services to the state for use in the operation of 

the state lottery may have any financial interest or 

connection with any person, firm, association, or 

corporation licensed as a ticket or chance sales agent. 

(3) No contract for supplying consultant services or 

gaming materials or equipment for use in the operation of 
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the state lottery is enforceable against the state unless 

the requirements of this section have been fulfilled. 

NEW SECTION. Section 18. Annual audit. The 

legislative auditor shall conduct an annual audit of the 

state lottery. The casts of the audit must be paid out of 

the state lottery fund. A copy of the audit report must be 

delivered to the commission, the director, the governor, the 

president of the 

representatives, 

senate, the 

and each 

speaker of the house of 

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. 

NEW SECTION. Section 19. Audit of lottery security. 

(1} After the first 9 months of sales to the public and 

every 2 years after that, the office of the legislative 

auditor shall conduct or have conducted a comprehensive 

audit of all aspects of security in the operation of the 

lottery. The costs of the aud1t are a state lottery 

operating expense and must be paid out of the state lottery 

fund. The audit must include: 

(a) personnel security: 

(b) lottery sales agent security; 

(c) lottery contractor security; 

(d) security of manufacturing operations of lottery 

contractors; 

(e) security against ticket or chance counterfeiting 
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and alteration and other means of fraudulently winning; 

(f) security of drawings among entries or finalists; 

(g) computer security; 

(h) 

I i l 

( j) 

(k) 

(1) 

(m) 

data communications security; 

database security; 

systems security; 

lottery premises and warehouse security; 

security in distribution; 

security involving validation and 

procedures; 

(n) security involving unclaimed prizesi 

payment 

(O) security aspects applicable to each particular 

lottery game; 

(p) security of drawings in games whenever winners are 

determined by drawings; 

(q) the completeness of security against locating 

winners in lottery games with preprinted winners by persons 

involved in their production, storage, distribution, 

administration, or sales; and 

(r) any other aspects of security applicable to any 

particular lottery game and to the lottery and its 

operations~ 

(2) The security audit report must be presented to the 

commission, the director, the governor, the president of the 

senate, and the speaker of the house of representatives. 
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NEW SECTION, Section 20, Penalties. It is a 

misdemeanor, punishable by a fine not to exceed $500 or 

imprisonment 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 9{9)]: 

(2) violate [section 9(11) ]; 

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

18 years of age; 

(4) violate (subsection (3) or (4) of section 10]; 

(5) serve as a commissioner, director, assistant 

director, employee, or licensed agent of the state lottery 

in violation of [section 14]; 

(6) violate [section 15]; 

(7) violate (section 17]; or 

(8} influence the winning of a prize through the use 

of coercion, fraud, deception, or tampering with lottery 

equipment or materials. 

Section 21. Section 23-5-101, MCA, is amended to read: 

''23-5-101. Definitions. (1) A slot machine is defined 

as a machine operated by 

trade check, or paper 

from the play of which he 

inserting a coin, token, chip, 

currency therein by the player and 

obtains or may obtain money, 

checks, chips, tokens, or paper currency redeemable in 

money. Electronic video game machines operated by the state 
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lottery are not slot machines. Merchandise vending machines 

where the element of chance does not enter into their 

operation are not within the provisions of this part. 

(2) In addition to their ordinary meaning, the words 

''person'' or "persons", as used in this 

natural and artificial persons and 

part, 

all 

include both 

partnerships, 

corporations, associations, clubs, fraternal orders, and 

societies, including religious, fraternal, and charitable 

organizations .. " 

Section 22. Section 23-5-202, MCA, is amended to read: 

11 23-5-202.. Application. This part shall not apply to 

the provisions of part 4 of this chapter, to {sections 1 

through 20], 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 

the county 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." 

Section 23. Section 23-5-302, MCA, is amended to read: 

''23-5-302. Definitions. As used in this part and 

unless the context requires otherwise, the following terms 

or phrases have the following meanings: 

( 1) ''Authorized 

perm1tted by this part. 

card game 11 means any card game 
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( 2) "Card game" means any game played with cards for 

which the prize is money or any item of value, except games 

played on electronic video game machines operated by the 

state lottery." 

Section 24. 

"23-5-402. 

Section 23-5-402, MCA, is amended to read: 

Definitions. As used in this part, unless 

the context requires otherwise, the following terms or 

phrases shall have the following meanings: 

(l) "Game of chance" means the specific kind of game 

of chance commonly known as: 

(a) "bingo" or ''keno'', in which prizes are awarded on 

the basis of designated numbers or symbols on a card which 

conform to numbers or symbols selected at random, except 

games played on electronic video game machines operated by 

the state lottery; 

(b) "raffles", which are conducted by drawing for 

prizes. 

( 2) "Equipment" means: 

{a) with respect to bingo or keno, the receptacle and 

numbered objects drawn from it, the master board upon which 

such objects are placed as drawn, the cards or sheets 

bearing numbers or other designations to be covered and the 

objects used to cover them, the boards or signs, however 

operated, used to announce or display the numbers or 

designations as they are drawn, public address system, and 
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all other articles essential to the operation, conduct, and 

playing of bingo or keno; or 

(b) with respect to raffles, the implements, devices, 

and machines designed, intended, or used for the conduct of 

raffles and the identification of the winning number or unit 

and the ticket or other evidence of right to participate in 

raffles.'' 

NEW SECTION. Section 25. Initial appointment 

terms of commissioners. Initial appointments to 

and 

the 

commission 

date of 

must be made within 30 days after [the effective 

sections 1 through 28]. Two of the initial 

appointees shall serve for 2 years, two shall serve for 3 

years, and one shall serve for 4 years. 

NEW SECTION. Section 26. Initial duties of commission 

lottery study -- first game. (1) 

immediately 

lotteries. 

conduct an initial 

The commission 

study of other 

shall 

state 

(2) The commission shall begin the operation of state 

lottery games at the earliest practicable time and in any 

event no later than July 1, 1987. 

NEW SECTION. Section 27. Tempo~ary state treasury 

line of credit for expense of starting state lottery. There 

is a temporary line of credit that may be drawn by the 

director of the state lottery from the state general fund 

and deposited in the state lottery fund, in the amount of 
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$1,500,000. This temporary line of credit may be drawn upon 

only during the first 12 months after the effective date of 

[sections 1 through 20] and only for the purpose of 

financing the initial expenses of starting the state 

lottery. The director may draw upon all or part of this 

temporary line of credit. Any funds advanced £nder the 

temporary line of credit must be repaid out of the lottery's 

net revenue to the general fund within 1 year of the 

advance, and no net revenue may be paid out under [section 

13(3)(b)] until all advanced funds are repaid. Interest must 

be paid at an annual simple interest rate of 10% on funds 

advanced, commencing on the day funds are advanced and until 

the funds are repaid. 

NEW SECTION. Section 28. Severability. If a pa·t 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 applications, the part remains 

in effect in all valid applications that are severable from 

the invalid applications. 

NEW SECTION. Section 29. Effective 

approved by the electorate, sections 

act are effective January 1, 1987. 

{2) This section and section 30 

passage. 

NEW SECTION. Section 30. Submission 

-24-
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1 The question whether sections 1 through 28 of this act will 

2 become effective shall be submitted to the electors of the 

3 State of Montana at the general election to be held in 

4 November 1986 by printing on the ballot the full title of 

5 this act and the following: 

6 

7 

[] FOR establishing a state lottery. 

[] AGAINST establishing a state lottery. 

-End-
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STATE OF MONTANA 
REQUEST NO. FNN 523-85 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received March 27, 
Fiscal Note for H.B. 945 pursuant to Title 5, 
Background information used in developing this Fiscal Note 
Planning, to members of the Legislature upon request. 

19 85 , there is hereby submitted a 
Chapter 4, Part 2 of the Montana Code Annotated (MCA). 
is available from the Office of Budget and Program 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act to establish a state lottery and prov~.de for its administration; providing effective dates; and providing 
that the proposed lottery law be submitted to the electors of the State of Montana. 

ASSUMPTIONS: 

(1) This fiscal note has been prepared based on the amendments placed on the bill in committee. 
(2) This fiscal note assumes that the instant ticket game would be the only lottery game offered in Montana 

in the foreseeable future. 
(3) No revenue will be derived from a lotLery during the 86-87 biennium. 
(4) Revenue estimates are derived from the lottery states of Maine, Vermont and New Hampshire. These states 

have rural economies and small populations similar to Montana. 
(5) Per capita revenues from each state must be adjusted by non-instant (on-line numbers) games. 

FNll :0/3 

State 
Maine 
New Hampshire 
Vermont 

TOTAL 

(1) Source: 
(2) Source: 

FY 1983 . 
Total Revenues 

$13,074,000 
13,819,000 
4,400,000 

(1) % From 
Instant Tickets 

67% 
55% 
90% 

State Legislatures, March, 1984 
Public Gaming, January, 1983 

(2) Instant 
Ticket Revenue 

$ 8,759,580 
7,600,450 
3,960,000 

$20,320,030 

1983 
Population 

1,133,000 
951,000 
516,000 

2,600,000 

Per Capita 
Revenue 

$7.73 
7.99 
7.67 

$7.82 avg. 

fJ~1/,} /, ... dJv-
BUDGET DIRECTOR v- . 
Office of Budget and Program Planning 

~ 21. /'r~~ Date: 
-~---·----~"-+ 

Ht? 9'15 



Request Ho. FHH 523-85 
Form BD-15 page 2 

ASSUHPTIORS: (continued) 

(6) Cosr.:s o.f adlri.aiatrat:ion woul.Q be a III&Xi.mum of 15'1 of gross sales, iac:ludina the 5'1 nl.es c~iaaion. 
(7) Based on data froa Arizona, it will take 8 months before the lottery ia operational. 6 of the 8 RQDths 

will impact FY 87 and 25'%, of ''norutal" operating expenses will be incurred during FY 87. 
(8) The expenditure projections frosr the fiscal note prepared for SB 324 are assumed to he relevant. est.itutea 

and are reduced to con£ozm to the 15~ maJrOi- in HB 945 as aaendecl. 

FISCAL IHPACT: 

Revenues 
Licensing: $50 x 300 acents/year 
Ticket: $7.82 x 817,000 

Total 

Expeactitures 
Personal Services 
Operatiq Bxpeu:ses 
Equipaeat 
Prizes (Baaed on Ticket Sales) 

Total Expenditures 

Suaaary 
Total Revemt.e 
Total Coats 

Ret. Revenue 

SbU Geaeral Futtcl 
Local Gc tmwnts 

FY 86 

$ -o-
-o-

$ -o-
-

$ -o-
-o-
-o-
-o-

$ -o-
-

$ -o-
-o-

$ -o-
-

$ -o-
-o-

$ -o-

lfontal 
FY 87* OJ!!rat!!a Yeu 

$ -o- $ 1S,OOO 
-o- 6,.388.940 

$ -o- f!,.40:}~ 
-

$ 38,.806 $ 15$,223 
120.6!J9 .. 482,.796 

730 %,.1%1 
-o- 2t875t022 

$ 160.235 $3.,51S,i62 

$ -o-
1601235 

!~160z235l 

$(160: .235) ... 
lU~A»l 

* MSliDe$ s.u.rt-up of oq.aaizat.iea leadiag to firs.t ga.e in FY: 88 (2Sl of fiU»''R81 C(J$t.s will. Jle i~..r). 



Request No. 
Form BD-15 

FNN 523-85 
page 3 

TECHNICAL OR MECHANICAL DEFECTS: 

(1) The limit on administrative expenses of 10% (15% less 5% for seller's commissions) may be insufficient 
based on actual experience of other small states. The following information has been provided to support 
this claim. 

Colllparative Table 

State 

Kaine 
New Hampshire 
Vermont 
District of Columbia 

*Administrative 
Costs Net of 
Commissions 

19% 
20% 
23% 
21% 

The effect of setting an administrative expense limit at 20% would be as follows: 
Revenues $ 6,403,940 (100%) 

less: 
Salaries & Operating Costs 
Seller's Commission 
Prizes (Based on Ticket Sales) 

Net Revenue 

Revenue Distribution: 
State General Fund 
Local Governments 

Net Revenue 

* Source: Public Gaming, Karch, 1984, P. 46. 

1,280,788 
319,448 

2,875,022 
$ 1,928,682 

$ 964,341 
964,341 

$ 1,928,682 

(20.0%) 
( 5.0%) 
(44.9%) 
(30.1%) 

(50%) 
(SO%) 

(100%) 

(2) The constraints placed on license suspension; the requirement to give "notice and opportunity for a hearing" 
prior to suspension of a license would make it impossible to stop a licensee who was in violation from 
continuing to violate the act, e.g. selling tickets to minors. 

(3) There is neither provision for payment of proceeds from lottery sales by agents to the lottery nor penalty 
for failure to do so. The act does not specify whether sales agents must pay for tickets before or after 
they are sold. There is no requirement to pay weekly, monthly or even annually. No remedy is provided 
if they fail to pay for tickets to assure collection. Washington had 6% of sales in receivable status 
at the end of its first 8 months of operation and over half of the receivables were in a delinquent 
status. In Montana that would equate to over a million dollars in delinquent receivables. 



.... 

Re.quest Ho. FD 523-85 
Form BD-IS ~ 4 

'l"ECUICAL 01. KECBANICAL DEFECTS: (coatiaued) 

(5) Violatioas wllicll a.r"e" criminal ia aat.ure are not dealt wit.b in a c-.btnt: Jli&tme'1'. Forpry au.-erat.i~n 
and count:erfeitiDg, the aost c01111110a crime& aJainst a lottery are DO'C a'O'a. -.'t.-iom1!'41 ia tlte .a. U' 
prosecut:ed as ad:s of fraud uader Ule. act, the 1118Xim-.. penaJ:t:y would k $5'08 o.r & Bath& ia pt<U'fffl ~ 
thJe satae peaalt.y as that for accept~ a check or not keepiAg "'~~P·t.o-da'tef't J!'e'~s. 
Ref: Pg_. 19 aad 2CJ starting at line 20 . 
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APPROVED BY COMMITTEE 
ON STA~'E ADMINISTRATION 

HOUSE BILL NO. 945 

INTRODUCED BY PAVLOVICH, STIMATZ, QUILICI, D. BROWN, 

GARCIA, LYNCH, PATTERSON, JACK MOORE, CHRISTIAENS, 

RANEY, BERGENE, FRITZ, MENAHAN, NISBET, CODY, PISTORIA, 

O'CONNELL, KOEHNKE, SCHYE, HARRINGTON, DRISCOLL, 

KEENAN, HART, DEVLIN, KRUEGER, SPAETH, ZABROCKI, PECK, 

HOWE, HALLIGAN, KEYSER, NATHE, NORMAN, AKLESTAD, KENNERLY, 

ANDERSON, BRADLEY, SHAW, JONES, MONTAYNE, BACHINI, 

HOLLIDAY, VANVALKENBURG, GOULD, C. SMITH, FARRELL, 

JANET MOORE, DANIELS, HAFFEY, JACOBSON, LORY, MANNING, 

BOYLAN, GOODOVER, PETERSON, CONOVER, THAYER, 

BENGTSON, SWIFT, WEEDING, PHILLIPS, THOMAS, 

CRIPPEN, B. WILLIAMS, LANE, TOWE, JENKINS, 

HIRSCH, COMPTON, STEPHENS, MCCALLUM, GLASER, 

TVEIT, KOLSTAD, GAGE, STORY, CAMPBELL, ELLISON 

BY REQUEST OF THE HOUSE STATE ADMINISTRATION COMMITTEE 

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

LOTTERY AND PROVIDE FOR ITS ADMINISTRATION; AMENDING 

SB€~t6NS-~3-5-i6i, SECTION 23-5-202, ~3-5-36~,-ANB-~3-5-46~, 

MCA; PROVIDING EFFECTIVE DATES; AND PROVIDING THAT THE 

PROPOSED LOTTERY LAW BE SUBMITTED TO THE ELECTORS OF THE 

STATE OF MONTANA." 

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

~"" ""'"•"•• '"""'" 
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NEW SECTION. Section 1. Short title. [Sections 1 

through 20] may be cited as the "Montana State Lottery Act 

of 1985". 

NEW SECTION. Section 2. Purpose. (1) The purpose of 

[sections 1 through 201 is to allow lottery games in which 

the player purchases from the state, through the 

administrators of the state lottery, a chance to win a 

prize. [Sections 1 through 20] do not allow and may not be 

construed to allow any game in which a player competes 

against or plays with any other person, including a person 

employed by an establishment in which a lottery game may be 

played. 

(2) The administration and construction of [sections 1 

through 20} must comply with Article III, section 9, of the 

Montana constitution, which mandates that all forms of 

gambling are prohibited unless authorized by acts of the 

legislature or by the people through initiative or 

referendum. Therefore, [sections 1 through 20) must be 

strictly construed to allow only those games that are within 

the scope of this section and within the definition of 

11 lottery game 11
• 

(3) The state lottery may not: 

(a) operate a slot machine or carry on any form of 

gambling prohibited by the laws of this state; or 

(b) carry on any form of gambling permitted by the 

-2- HB 945 
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laws of this state but which is not a lottery game within 

the scope of this section and within the definition of 

"lottery game". 

NEW SECTION. Section 3. Definitions. As used in 

[sections 1 through 20], the following definitions apply: 

(1) "Commission" means the state lottery commission 

created by {section 4). 

(2) ''Director'' means the director appointed by the 

governor under [section 6] to administer and manage the 

state lottery. 

{ 3) "Lottery" or "state lottery" means the Montana 

state lottery created and operated pursuant to {sections 1 

through 20). 

(4) "Lottery game~ means any procedure, including any 

on-line or other procedure using a machine or electronic 

device, by which one or more prizes are distributed among 

persons who have paid for a chance to win a prize and 

includes but is not limited to weekly (or other, longer time 

period) winner games~ instant winner games, daily numbers 

games, eieetro~~e--v~deo--maehine--games, and sports pool 

games, except games prohibited by Title 23, chapter 5, part 

li lotteries prohibited by Title 23, chapter 5, part 2; card 

games regulated by Title 23, chapter 5, part 3; raffles and 

bingo games governed by Title 23, chapter 5, part 4; and 

sports pools governed by Title 23, chapter 5, part 5. 

-]- HB 945 
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NEW SECTION. Section 4. State lottery commission --

allocation -- composition -- compensation 

There is a state lottery commission. 

quorum. ( 1) 

(2) The commission consists of five members, who shall 

reside in Montana, appointed by the governor. 

(3) At least one commissioner must have 5 years of 

experience as a law enforcement officer. At least one 

commissioner must be an attorney admitted to the practice of 

law in Montana. At least one commissioner must be a 

certified public accountant licensed in Montana. 

(4) After initial appointments, each commissioner 

shall be appointed to a 4-year term of office, and the terms 

shall be staggered. 

(5) A commissioner may be removed by the governor for 

good cause. An office that for any reason becomes vacant 

must be filled within 30 days by the governor, and the 

commissioner filling the vacancy shall serve for the rest of 

the unexpired term. 

(6) The commission shall elect one of its members as 

chairman. 

(7) Three or more commissioners constitute a quorum to 

do business, and action may be taken by a majority of a 

quorum. 

(8) Commissioners are entitled to compensation, to be 

paid out of the state lottery fund, at the rate of $50 for 

-4- HB 945 
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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 

provided for in Title 2, chapter 18, part 5. 

(9) The commission is allocated to the department of 

commerce for administrative purpose,s only as prescribed in 

2-15-121. 

NEW SECTION. Section 5. Powers 

commission. The commission shall: 

and duties of 

{1) establish and operate a state lottery and may not 

become involved in any other gambling or gaming; 

(2) determine policies for the operation of the state 

lottery, supervise the director and his staff, and meet with 

the director at least once every 3 months to make and 

consider recommendations, set policies, determine types and 

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

and transact other necessary business; 

(3) determine the price of each ticket or chance and 

the number and size of prizes; 

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

lottery games; 

(5) 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 

from violations of the law; 
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(6) study the possibility of working with 

lottery states to offer regional lottery games; 

other 

(7} prepare quarterly and annual reports on all 

aspects of the operation of the state lottery, including but 

not limited to types of games, gross revenue, 

paid, operating expenses, net revenue to 

prize 

the 

money 

state, 

contracts with gaming suppliers, and recommendations for 

changes to [sections 1 through 20}, and deliver a copy of 

each report to the governor, the department of 

administration, the legislative auditor, the president of 

the senate, 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 house; and 

(8) adopt rules necessary to carry out [sections 1 

through 20]. 

NEW SECTION. Section 6. Director 

compensation qualifications. ( 1) 

appointed by the governor and shall 

pleasure of the governor. 

appointment 

The director must be 

hold office at the 

(2) The director must be qualified by training and 

experience to direct the state lottery. He must be a 

full-time 

occupation. 

employee and may not engage in any other 

(3} The director's saldry is equal t8 90% of the 

-6- HB 945 
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salary of the director of the department of commerce. 

NEW SECTION. Section 7. Powers 

director. (l) The director shall: 

and duties of 

(a) administer the operation of the state lottery in 

accordance with [sections 1 through 20] 

other directives of the commission; 

and the rules and 

(b) appoint an assistant director for security and 

employ and direct personnel necessary to the operation of 

the state lottery; 

(c) license lottery ticket or chance sales agents and 

suspend or revoke licenses pursuant to [sections 1 through 

20] and commission rules; and 

(d) maintain, with the assistant director for 

~ecurlty, the security of the state lottery. 

(2) With the concurrence of the commission or pursuant 

to commission rules, the director may enter into contracts 

for materials, equipment, and supplies to be used in the 

operation of the state lottery, for the design and 

installation of games, for consultant services, and for 

promotion of the lottery. All contracts must be made in 

accordance Wlth state law. No contrdct 1s legal or 

enforceable that provides for the management ~£ the state 

lottery or for the entire operation of its games by any 

private person or firm. When a contract is awarded, a 

per:orrnance bond satisfactory to the commission and executed 
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by a surety company authorized to do business in this state 

or otherwise secured in a manner satisfactory to the 

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

must be delivered to the commission. 

Assistant d,;,rector for NEW SECTION. Section 8. 

security -- qualifications duties. (1) The director shall 

appoint an assistant director for security. 

(2) The assistant director for security must be 

qualified by training and experience, have at least 5 years 

of law enforcement experience, and be knowledgeable and 

experienced in computer security. 

(3) The assistant director for security shall: 

(a) be responsible for a security division to assure 

security, honesty, fairness, and integricy in the operation 

and administration of the lottery, including but not limited 

to an examination of the background of all prospective 

employees, ticket or chance sales agents, lottery vendors, 

and lottery contractors. The security division is designated 

a law enforcement agency for the purpose of administering 

[sections l through 20]. 

(b) ~n conjunction with the director, confer with the 

attorney general or his designee to promote and ensure 

security, honesty, fairness, and integrity of the operation 

and administration of the lottery; and 

(c) in conjunction with the director, report any 
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alleged violation of law to the attorney general, the 

legislative auditor, and any other appropriate law 

enforcement authority for further investigation and action. 

NEW SECTION. Section 9. Ticket or chance sales agents 

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

by ticket or chance sales agents licensed by the director in 

accordance with this section. 

(2) The commission shall by rule determine the places 

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

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

consider: 

(i} the financial responsibility and security of the 

applicant 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 sales. 

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

tickets or chances. 

(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 or chance sales 

agent. 

(4) The director may 1Ssue temporary licenses upon 

conditions he considers necessary. 
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(5) License applicants shall pay a $50 fee to cover 

the cost of investigating and processing the application. 

(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 

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 employee of a ticket or chance sales agent may 

be required to sell lottery game 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 on 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 it for inspection upon request of the 

commission, the director, the department of commerce, the 

office of the legislative auditor, or the office of the 

attorney general. 

(12) Sales agents may pay the state lottery only by 

check, bankdraft, electronic fund transfer, or other 

recorded, noncash, financial transfer method as determined 

by the director. 
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(13) A license may be suspended or revoked for failure 

to maintain the license qualifications provided in 

subsection (3) or for violation of any provision of 

(sect ions l through 20] or a commission rule. Prior to 

suspension or revocation, the licensee must be given notice 

and an opportunity for a hearing. 

NEW SECTION. Section 10. Sales restrictions. (l} The 

price of each lottery game ticket or chance must be clearly 

stated thereon. The price of a lottery game chance vended 

by a machine or electronic device must be clearly stated on 

the machine or device. 

(2) Tickets and chances may not be sold to 

purchased by persons under 18 years of age. 

or 

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

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

purchased by commissioners, the director, his staff, gaming 

suppliers 

officers 

doing business with the state lottery, 

and employees, employees of any 

suppliers' 

firm or 

governmental agency auditing or investigating the stace 

lottery, or members of their families living with them. 

{5) The names of elected officials may not appear on 

any ticket or chance. 

NEW SEC'I'ION_:_ Section 11. Disclosure of adds. The 

director shall make adequate disclosure of the odds with 

respect to each state lottery game by stating the odds in 
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lottery game advertisements and by posting the odds at each 

place in which tickets or chances are sold. 

NEW SECTION. Section 12. State lottery fund. There is 

a fund of the enterprise fund type, as defined in 17-2-102, 

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

from the state lottery, consisting of money from the sale of 

lottery tickets and chances, ticket or chance sales agent 

license fees, unclaimed prizes, or any other source, must be 

deposited in the fund, except that, at the discretion of the 

director, money for prizes paid immediately by a sales agent 

and money equaling the sales agent's commission may be drawn 

by a sales agent from his gross revenue before depositing 

his gross revenue with the state lottery. 

NE~ SECTION. Section 13. Disposition of revenue. (1) 

As near as possible to 45% of the money paid for tickets or 

chances in each separate state lottery game must be paid out 

as prize money for the game. 

(2) Up to ZB% 15% of the gross revenue from the state 

lottery may be used by the director to pay the operating 

expenses of the state lottery. Commissions paid to lottery 

ticket or chance sales agents are a state lottery operating 

expense. 

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

payment of prizes and operating expenses is net revenue and 

must be paid qua~terly from the enterprise fund established 
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by {section 121 as follows: 

(a) 50% into the state general fund; 

(b) 50% of the net revenue generated in each county 

must be paid into the general fund of that county. 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 incorporated cities and towns and consolidated local 

governments in that county in the ratio which the population 

within the corporate limits of each city, town, or 

consolidated local government bears to the total population 

of the county. The population of each city, town, and 

consolidated local government shall be determined by the 

last preceding official federal census. 

NEW SECTION. Section 14. Felony and gambling-related 

convictions ineligibility for lottery positions. 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 commissioner, director, assistant director, 

employee of the state lottery, or licensed ticket or chance 

sales agent. Prior to appointment to any such position, a 

person shall submit to the commission a full set of 

fingerprints made at a law enforcement agency by an agent or 

officer of such agency on forms supplied by the agency. 

NEW SECTION. Section 15. Conflict of interest. No 

commissioner, director, assistant director, state lottery 
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of his 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. 

NEW SECTION. Section 16. Drawings for and payment of 

prizes -- unclaimed prizes. (1) All drawings must be held in 

public. The selection of winning tickets may not be 

performed by an employee of the lottery or by a member of 

the commission. All drawings must be witnessed by a 

professional staff employee of the legislative auditor•s 

office, 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 drawing. 

(2) The commission may provide for the immediate 

payment of prizes by the ticket or chance sales agent who 

sold the winning ticket or chance whenever the amount of the 

prize is less than an amount set by commission rule. 

Payment may not be made directly by an-eiee~ron±e-game7 ~ 

machine, or device or by a computer terminal. 

(J) Prizes over $100,000 may in the discretion of the 

commission be paid either in one lump sum or in equal yearly 

installments without interest over a period of noc more than 
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10 years, except that each installment payment must be at 

least $20,000. 

( 4) 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 claim is delayed but made within 6 

months. 

(5) The right to a prize is not assignable, but prizes 

may be paid to a deceased winner's estate 

designated by judicial order. 

NEW SECTION. Section 17. Disclosures 

or to 

by 

a person 

gaming 

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

that submits a bid or proposal for a contract to supply 

lottery equipment, tickets, or ather material or consultant 

services 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 partnership, all of the 

general and limited partners; 

(ii) if the supplier is a trust, the trustee and all 

pe~sons entitled to receive income or benefit from the 

trust; 

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

officers, and directors; 

(iv) if the supplier is a corporation, th~ officers, 
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directors, and each owner or holder, directly or indirectly, 

of any equity security or other evidence of ownership of any 

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

owners or holders of publicly held equity securities of a 

publicly traded corporation, only the names and addresses of 

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

securities must be disclosed; 

(v) if the supplier is a subsidiary company, each 

intermediary company, holding company, or parent company 

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 intermediary 

company, holding company, or parent company which is a 

publicly traded corporation, only the names and addresses of 

those owning 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 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, equipment, or 

consultant services; 

(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 
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punishable by imprisonment for more than 1 year and shall 

submit to the commission a full set of fingerprints of such 

person made at a law enforcement agency by an agent or 

officer of such agency on forms supplied by the agency; 

(e) 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) regarding any 

matter related to gaming consultant services or the selling, 

leasing, offering fer sale or lease, buying, or servicing of 

gaming materials 6r equipmenti 

(f) audited annual financial statements for the 

preceding 5 years; 

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

preceding year from gaming consultant services and the sale, 

lease, or distribution of gaming materials or equipment to 

states operating lotteries and to private persons licensed 

to conduct gambling, differentiating that portion of the 

gross receipts attributable to transactions with states 

operating lotteries from that portion of the gross receipts 

attributable to transactions with private persons licensed 

to conrluct 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 

ous1ness of supplying gaming consultant services or gaming 
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materials or equipment; and 

( j) any other information, accompanied by any 

documents the commission by rule may reasonably require as 

being necessary or appropriate in the public interest to 

accomplish the purposes of [sections 1 through 20]. 

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

contracting to supply gaming equipment or materials or 

consultant services to the state for use in the operation of 

the state lottery may have any financial interest or 

connection with any person, firm, association, or 

corporation licensed as a ticket or chance sales agent. 

(3) No contract for supplying consultant services or 

gaming materials or equipment for use in the operation of 

the state lottery is enforceable against the state unless 

the requirements Of this section have been fulfilled. 

NEW SECTION. Section 18. Annual audit. The 

legislative auditor shall conduct an annual audit of the 

state lottery. The costs of the audit must be paid out of 

the state lottery fund. A copy of the audit report must be 

delivered to the commission, the director, the governor, the 

president of the senate, 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 house. 

NEW SECTION. Section 19. Audit of lottery secur1ty. 
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(1) After the first 9 months of sales to the public and 

every 2 years after that, the office of the legislative 

auditor shall conduct or have conducted a comprehensive 

audit of all aspects of security in the operation of the 

lottery. The costs of the audit are a state lottery 

operating expense and must be paid out of the state lottery 

fund. The audit must include: 

(a) personnel security; 

(b) lottery sales agent security; 

(c) lottery contractor security; 

(d) security of manufacturing operations of lottery 

contractors; 

(e) security against ticket or chance counterfeiting 

and alteration and other means of fraudulently winning; 

(f) security of drawings among entries or fin~lists; 

{g) computer security; 

(h) data communications security; 

(i) database security; 

(j) systems security; 

(k) lottery premises and warehouse security; 

{1) security in distribution; 

(m) security 

procedures; 

involving validation and 

{n) 

{0) 

security involving unclaimed prizes; 

security aspects applicable to each 
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lottery game; 

(p) security of drawings in games whenever winners are 

determined by drawings; 

(q) the completeness of security against locating 

winners in lottery games with preprinted winners by persons 

involved in their production, storage, distribution, 

administration, or sales; and 

(r) any other aspects of security applicable to any 

particular lottery game and to the lottery and its 

operations. 

(2) The security audit report must be presented to the 

commission, the director, the governor, the president of the 

senate, and the speaker of the house of representatives. 

NEW SECTION. Section 20. Penalties. It is a 

misdemeanor, punishable by a fine not to exceed $500 or 

imprisonment 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 9(9)]; 

{2) violate [section 9(11) ]; 

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

18 years of age; 

(4) violate [subsection (3) or (4) of section 10]; 

( 5) serve as a commissioner, director, assistant 

director, employee, or licensed agent of the state lottery 
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(6) violate [section 15]; 

17) violate [section 17]; or 
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{8) influence the winning of a prize through the use 

of coercion, fraud, deception, or tampering with lottery 

equipment or materials. 

see~*e~-Z%~--see~~o~-~3-5-i&%,-MeAr-±s-ame"ded-to-read~ 

lli3-5-%8i~--ee~±nitionso--t%t-A-~%et-maeh±fte-~~-de£±fted 

a~--a--maeh±ne--o~erated--by--*ft!e~~±~g-a-eoin,-token,-eh±p7 

trade-ehee~T-or-pape~-e~rreney-therein--by--the--piayer--and 

£rom--the--p%ay--o£--wh±eh--he--obtains-or-may-obta±n-money7 

ehecks,-eh±psr--~o~ensr--or--peper--cttrreney--redeemabie--in 

moneyo Eieetron±e-video-game-maeh±nes-operated-by-the-stote 

iette~y-are-not-~iot-maeh~neso Merehand~se-vend~nq--machines 

where--the--e%eM~nt--e£--ehance--does--not--ente~-into-their 

operat~e~-ere-not-within-the-provisions-o£-th~~-~arto 

t~t--in-addition-to-their-ord±nary-meaninq,--the--werd~ 

Apersonn--or--•personsn7--as-~sed-in-tftis-partr-inelttde-both 

nat~rol--and--art±f±eial--person~--and---all---partner~h~~sr 

~orporatiensr~-associationsr--el~bsr--fraternai--ordersr-and 

soe±etiesr-ine%ttd±n9-re~~gieHS7--fraternalr--and--eharitable 

organ±~at±onsoll 

Section 21. Section 23-5-202, MCA, is amended to read: 

"23-5-202. Application. This part shall not apply to 

the provisions of part 4 of this chapter, to [sections 1 
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through 20], 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 

the county 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. 11 

See~±eft-%3o--See~±on-%3-5-36i,-MeA,-±~-amended-to-~eod~ 

ll~3-S-39~.--ee£±n±t±on~o--A~--~~ed--±~--this--part--and 

~nies~--the--context-requ±re~-o~herw±se7-the-£e1:1:ow±"g-terms 

or-phrases-have-the-foTTow±n9-meenings~ 

tit--UAttthorized--eard--~amell--mean~--any---eerd---game 

perMitted-by-this-~arto 

tit--uea~d--game•--meens-any-game-p%ayed-with-eBrds-for 

wh±eh-the-pr±ze-is-money-or-any-±tem-o£-va%tte,--exeept-games 

p~ayed-en-elec~renie-Y~deo-game--maeh±nes--operated--br--the 

~tate-1:ettet"you 

Seet±on-i4o--Section-i3-5-46ir-MeA,-±s-am~nded-to-read~ 

ur3-S-49%o--BeEin±t±on~o---A~-ttsed-±n-th±s-partr-ttnless 

the-eontext--t"eqH±res--otherw±se,--t~e--fo1:%owinq--term3--0r 

p~.'rases-~ha:l::l:-nave-the-fo:l:iow±ng-mean±n~~':' 

t:J::t--~Seme--o£--ehaneeu-means-the-spee±f±e-kind-o£-9ame 

of-ehanee-eommon:l:y-~nown-as~ 

tat--ubingou-or-ukenour-±n-wh±eh-pr±zes-ere-awarded--on 

the--ba~±~--o£-des±gnated-nttmbers-or-symbols-on-a-eard-wh±eh 

-22- HB 945 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0945/02 

eon£orm-to-nttmber~-er-~ymbois--seieeeed--at--ra~domr--exeept 

gemes--piayeC--on-elee~~on~e-~ideo-game-maeh±ne~-operated-by 

the-state-lottery; 

fbt--u~a£Eiesnr-whieh--are--eondtteted--by--drawinq--~or 

prize!S.-

t~t--UEqtl±pme~t~-mean3~ 

tat--with--respeet-to-bingo-or-keno,-the-reeepteeie-and 

nambered-objeet~-drawn-£rom-it 7-the-master-boar0-ttpon--wh±eh 

saeh--objeets--are--plaeed--a~--drawn 7 --the--eard~-or-~heee~ 

bear±n9-nttmber~-or-other-des±gnat±ons-to-be-eove~ed-and--the 

objeets--ased--to--eover--them,-the-board~-or-siqns 7-howe~er 

operatedT--ttsed--to--annottnee--or--display--the--nttmber~--o~ 

d~stgnetion~--e~--~hey-are-d~ew",-~tlb~±e-o~dre~~-~y~t~m,-end 

ell-e~~~r-~~t±ele~-essential-te-th~-op~rat~on,-eo"d~ct,--anrl 

pi a y :t ~9 -o£-b ± rrtgo -.or -lte rrto-;-o r 

fbt--w±~~--re~peet-to-ref£ie3,-t~e-~mp~~m~~e~,-deviees, 

end-maehine~-de~igned7-±nte~ded,-or-tl~~d-~or-tMe-eond~et--o£ 

reE£les-and-the-ident±£±ea~±on-of-tMe-winnin9-Mtlmber-or-~nit 

and--the-tieket-or-other-e~±denee-o£-right-to-part±e±pote-~n 

ra££les.-u. 

NEW SECTION. Section 22. Initia.l appo~ntrnent. and 

terms of corrunissioners. Initial appointmer1ts to the 

comrniss1on must be made within 30 days after [the effective 

date of sections 1 through ~9 ~]. Two of the lnitial 

appointees shall serve for 2 yedrs, two shall serve for 
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years, and one shall serve for 4 years. 

NEW SECTION. Section 23. Initial duties of commission 

lottery study -- first game. (l} The commission shall 

immediately conduct 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 no later than July 1, 1987. 

NEW SECTION. Section 24. Temporary state treasury 

line of credit for expense of starting state lottery. There 

is a temporary line of credit that may be drawn by the 

director of the state lottery from the state general fund 

and deposited in the state lottery fund, in the amount of 

$1,500,000. This ~emporary line of credit may be drawn upon 

only during the first 12 months after the effective date of 

[sections 1 through 201 and only for the purpose of 

financing the initial expenses of starting the state 

lottery. The director may draw upon all or part of this 

temporary line of credit. Any funds advanced under the 

temporary line of credit must be repaid out of the· lottery's 

net revenue to the general fund within l year of the 

advance, and no net revenue may be paid out under [section 

l3(3)(b)] until all advanced funds are repaid. Interest must 

be paid at an annual simple interesL rate of 10% on funds 

advanced, commencing on the day funds are advanced and until 
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1 the funds are repaid. 

2 NEW SECTION. Section 25. Severability. If a part of 

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

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

5 invalid in one or more of its applications, the part remains 

6 in effect in all valid applications that are severable from 

7 the invalid applications. 

8 NEW SECTION. Section 26. Effective date. ( 1) If 

9 approved by the electorate, sections 1 through ra 25 of this 

10 act are effective January 1, 1987. 

11 (2) This section and section 36 27 are effective on 

12 passage. 

13 NEW SECTION. Section 27. Submission to electorate. 

14 The question whether sections 1 through ~8 25 of this act 

15 will become effective shall be submitted to the electors of 

16 the State of Montana at the general election to be held in 

17 November 1986 by printing on the ballot the full title of 

18 this act-and the following: 

19 

20 

[] FOR establishing a state lottery. 

[]AGAINST establishing a state lottery. 

-End-
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HOUSE BILL NO. 945 

INTRODUCED BY PAVLOVICH, STIMATZ, QUILICI, D. BROWN, 

GARCIA, LYNCH, PATTERSON, JACK MOORE, CHRISTIAENS, 

RANEY, BERGEN£, FRITZ, MENAHAN, NISBET, CODY, PISTORIA, 

O'CONNELL, KOEHNKE, SCHYE, HARRINGTON, DRISCOLL, 

KEENAN, HART, DEVLIN, KRUEGER, SPAETH, ZABROCKI, PECK, 

HOWE, HALLIGAN, KEYSER, NATHE, NORMAN, AKLESTAD, KENNERLY, 

ANDERSON, BRADLEY, SHAW, JONES, MONTAYNE, BACHINI, 

HOLLIDAY, VAN VALKENBURG, GOULD, C. SMITH, FARRELL, 

JANET MOORE, DANIELS, HAFFEY, JACOBSON, LORY, MANNING, 

BOYLAN, GOOOOVER, PETERSON, CONOVER, THAYER, 

BENGTSON, SWIFT, WEEDING, PHILLIPS, THOMAS, 

CRIPPEN, B. WILLIAMS, LANE, TOWE, JENKINS, 

HIRSCH, COMPTON, STEPHENS, MCCALLUM, GLASER, 

TVEIT, KOLSTAD, GAGE, STORY, CAMPBELL, ELLISON 

BY REQUEST OF THE HOUSE STATE ADMINISTRATION COMMITTEE 

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

LOTTERY AND PROVIDE FOR ITS ADMINISTRATION; AMENDING 

see~f9NS-i3-5-tBt7 SECTION 23-5-202, i3-S-39i,-AN8-i3-5-49i7 

MCA; PROVIDING EFFECTIVE DATES; AND PROVIDING THAT THE 

PROPOSED LOTTERY LAW BE SUBMITTED TO THE ELECTORS OF THE 

STATE OF MONTANA." 

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

~·-"··.,._ 
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NEW SECTION. Section 1. Short title. [Sections 1 

through 201 may be cited as the "Montana State Lottery Act 

of 1985". 

NEW SECTION. Section 2. Purpose. (1) The purpose of 

[sections l. through 201 is to allow lottery games in which 

the player purchases from the state, through the 

administtators of the state lottery, a chance to win a 

prize. [Sections 1 through 201 do not allow and may not he 

construed to allow any game in which a player competes 

against or plays with any other person, including a person 

employed by an establishment in which a lottery game may be 

played. 

(2) The administration and construction of [sections 1 

through 20 I must comply with Article Iil, section 9, of the 

Montana constitution, Which mandates that all forms of 

gambling are prohibited unless authorized by acts of the 

legislature or by the people through initiative or 

referendum. Therefore, [sections 1 through 20 I must be 

strictly construed to allow only those games that are within 

the scope of this section and within the definition of 

•lottery game". 

(3) The state lottery may not: 

(a) ope.rate a slot machine or carry on any form of 

gambling prohibited by the laws of this state; or 

(b) .carry on any form of qamblinq permitted by the 
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laws of this state but which is not a lottery game within 

the scope of this section and within the definition of 

"lottery game". 

NEW SECTION. Section 3. Definitions. As used in 

[sections 1 through 20], the following definitions apply: 

(1) •commission" means the state lottery commission 

created by [section 4]. 

(2) "Director" means the director appointed by the 

governor under (section 6] to administer and manage the 

state lottery. 

(3) "Lottery" or "state lottery" means the Montana 

state lottery created and operated pursuant to [sections 1 

through 20] • 

(4) "Lottery game" means any procedure, including any 

on-line or other procedure using a machine or electronic 

~evice, by which one or more prizes are distributed among 

persons who have paid for a chance to win a prize and 

includes but is not limited to weekly (or.other, longer time 

period) winner games, instant winner games, daily numbers 

games, eteetrenie--.idee--maehtn~--gemesr and sports pool 

games, except games prohibited by Title 23, chapter 5, part 

l; lotteries prohibited by Title 23, chapter 5, part 2; card 

games regulated by Title 23, chapter 5, part 3; raffles and 

bin9o games governed by Title 23, ·chapter 5, part 4; and 

sports pools governed by Title 23, chapter 5, part 5. 
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NEW SECTION. Section 4. State lottery commission 

allocation -- composition -- compensation 

There is a state lottery commission. 

quorum. (1) 

(2) The commission consists of five members, who shall 

reside in Montana, appointed by the governor. 

(3) At least one CODIDiis·sioner must have 5 years of 

experience as a law enforcement officer. At least one 

coiUlissioner must be an attorney admitted to tbe practice of 

law in Montana. At least one commissioner must be a 

certified public accountant licensed in Montana. 

(4) After initial appointments, each commissioner 

shall be appointed to a 4-year term of office, and the terms 

shall be staggered. 

(5) A commissioner may be removed by the governor for 

good cause. An office that for any rea·son becomes .vacant 

must be filled within 30 days by the governor, and the 

commissioner filling the vacancy shall serve for the rest of 

the unexpired term. 

(6) The commission shall elect one of its members as 

chairman. 

(7) Three or more commissioners constitute a quorum to 

do business, and action may be taken by a majority of a 

quorum. 

(8) Commissioners .are entitled to compensation, to be 

paid out of the .a tate lot·tery fund, at the rate of •$50 •for 
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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 

provided for in Title 2, chapter 18, part 5. 

(9) The commission is allocated to the department of 

commerce for administrative purposes only as prescribed in 

2-15-121. 

NEW SECTION. Section 5. Powers 

commission. The commission shall: 

and duties of 

(l) establish and operate a state lottery and may not 

become involved in any other gambling or gaming; 

(2) determine policies for the operation of the state 

lottery, supervise the director and his staff, and meet with 

the director at least once every 3 months to make and 

consider recommendations, set policies, determine types and 

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

and transact other necessary business; 

(3) determine the price of each ticket or chance and 

the number and size of prizes; 

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

lottery games; 

(5) 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 

from violations of the law; 
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(6) study the possibility of working with 

lottery states to offer regional lottery games; 

other 

(7) prepare 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, 

contracts with gaming suppliers, and recommendations for 

changes to [sections l through 20], and deliver a copy of 

each report to the governor, the department of 

administration, the legislative auditor, the president of 

the senate, 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 house; and 

(8) adopt rules necessary to carry out [sections 1 

through 20]. 

NEW SECTION. Section 6. Director appointment 

compensation qualifications. (1) The director must be 

appointed by the governor and shall hold office at the 

pleasure of the governor. 

(2) The director must be qualified by training and 

experience to direct the state lottery. He must be a 

full-time employee and may not engage in any other 

occupation. 

(3) The director's salary is equal to 90\ of the 
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salary of the director of the department of commerce. 

NEH SECTION, Section 7. Powers and duties of 

director. (1) The director shall: 

(a) administer the operation of the state lottery in 

accordance with [sections 1 through 20] and the rules and 

other directives of the commission; 

(b) appoint an assistant director for security and 

employ and direct personnel necessary to the operation of 

the state lottery; 

(c) license lottery ticket or chance sales agents and 

suspend or revoke licenses pursuant to [sections 1 through 

29] and commission rules; and 

(d) maintain, with the assistant director for 

security, the security of the state lottery. 

(2) With the concurrence of the commission or pursuant 

to commission rules, the director may enter into contracts 

for materials, equipment, and supplies to be used in the 

operation of the state lottery, foi the design and 

installation of games, for consultant services, and for 

promotion of the lottery. All contracts must be made in 

accordance with state law. 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 firm. When a contract is awarded, a 

performance bond satisfactory to the commission and executed 
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by a surety company authorized to do business in this stat~ 

or otherwise secured in a manner satisfactory to the 

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

must be delivered to the commission. 

NEW SECTION. Section 8, Assistant director for 

security -- qualifications duties. (1) The director shall 

appoint an assistant director for ·security. 

(2) The assistant director for security must be 

qualified by training and experience, have at least 5 years 

of law enforcement experience, and be knowledgeable and 

experienced in comput~r security. 

(3) The assistant director for security shall: 

(a) be responsible for a security division to assure 

security, honesty, fairness, and integrity in the operation 

and administration of the lottery, including but not limited 

to an examination of the background of all prospective 

employees, ticket or chance sales agents, lottery vendors, 

and lottery contractors. The security division is designated 

a law enforcement agency for the purpose of admin~stering 

[sections 1 through 20]. 

(b) in conjunction with the director, confer with the 

attorney general or his designee to promote and ensure 

security, honesty, fairness, and integrity of the operation 

and administration of the lottery; and 

(c) in conjunction with the director, report any 
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alleged violation of law to the attorney general, the 

legislative auditor, and any other appropriate law 

enforcement authority for further investigation and actionw 

NEW SECTION. Section 9. Ticket or chance sales agents 

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

by ticket or chance sales agents licensed by the director in 

accordance with this section. 

(2) The commission shall by rule determine the places 

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

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

consider: 

(i) the financial responsibility and security of the 

applicant 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 sales. 

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

tickets or chances. 

(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 

agent. 

ticket or chance sales 

(4) The director may issue temporary licenses upon 

conditions he considers necessary. 
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15) License applicants shall pay a $50 fee to cover 

the cost of investigating and processing the application. 

(6) The director may require a bond from any licensed 

a9ent in an amount provided in the cownission's rules and 

may purchase a blanket bond covering the activities of 

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 employee of a ticket or chance sales agent may 

be required to sell lottery game tickets or chances if the 

sale is against his religious or moral beliefs. 

110) Sales agents are entitled to no more than a 5\ 

commission on 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 it for inspection upon request of the 

commission, the director, the department of commerce, the 

office of the legislative auditor, or the office of the 

attorney general. 

(12) Sales agents may pay the state lottery only by 

check, bankdraft, electronic fund transfer, or other 

recorded, noncash, financial transfer method as determined 

by the director. 
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(13) A license may be suspended or revoked for failure 

to maintain the license qualifications provided in 

subsection (3} or for violation of any provision of 

[sections 1 through 20] or a commission rule. Prior to 

suspension or revocation, the licensee must be given notice 

and an opportunity for a hearing. 

NEW SECTION. Section 10. Sales restrictions. (1) The 

price of each lottery game ticket or chance must be clearly 

stated thereon. The price of a lottery game chance vended 

by a machine or electronic device must be clearly stated on 

the machi,ne or device. 

(2) Tickets and chances may not be sold to 

purchased by persons under 18 years of age. 

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

or 

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

purchased by commissioners, the director, his staff, gaming 

suppliers doing business with the state lottery, suppliers' 

officers and employees, employees of any firm or 

governmental agency auditing or investigating the state 

lottery, or members of their families living with them. 

(5) The names of elected officials may not appear an 

any ticket or chance. 

NEW SECTION. Section 11. Disclosure of odds. The 

director shall make adequate disclosure of the odds with 

respect to each state lottery game by stating the odds in 
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lottery 9ame advertisements and by postin9 the odds at ea~

place in which tickets or chances are sold. 

NEW SECTION. Section 12. State lottery fund. There is 

a fund of the enterprise fund type, as defined in 17-2-102, 

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

from the state lottery, consisting of money from the sale of 

lottery tickets and chances, ticket or chance sales agent 

license fees, unclaimed prizes, or any other source, must be 

deposited in the fund, except that, at the discretion of the 

director, money for prizes paid immediately by a sales agent 

and money equaling the sales agent's commission may be drawn 

by a sales agent from his gross revenue before depositing 

his gross revenue with the state lottery. 

NEW SECTION. Section 13. Disposition of revenue. (1) 

As near as possible to 45\ of the money paid for tickets or 

chances in each separate state lottery game must be paid out 

as prize money for the game. 

(2) Up to i9% !21 of the 9ross revenue from the state 

lottery may be used by the director to pay the operating 

expenses of the state lottery. Commissions paid to lottery 

ticket or chance sales agents are a state lottery operating 

expense. 

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

payment of prizes and operating expenses is net revenue and 

must be paid quarterly from the enterprise fund established 
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by [section 12) as-follows~ 

tat--59%-~nto-the-stete-general-f~nd7 

tbt--S9%-ef-tfte-net-reven~e-generated--~n--eeeft--eo~nty 

must--be--pa~d--into--the-genera~-f~nd-o£-ehat-eottnty~-Pifty 

pereent-ef-the-net-reven~e-pa±d-±nto--the--generai--f~nd--o£ 

eaeh-eotlnty-mttst-be-paid-by-that-eottnty-to-the-general-f~nds 

of--the-±neor~orated-eities-and-towns-end-eonsoiidated-ioeai 

governments-in-that-eoonty-±n-the-rat±e-whieh-the-pepH±ation 

within--the--eorporate--iimits--of--each--eity,---town,---or 

eonsoi±dated--loeai-government~bears-to-the-totai-pepoiat±on 

of-the-eounty.--~he--popuiat±on~-of--eaeh--eity,--town7--and 

eonsol±deted--ioeal--qovernmen~-she%1--be-determi"ed-by-the 

%ast---preeeding---oEfieie%---£ederai---ee"etteo TO THE 

SUPERINTENDENT OF PUBLIC INSTRUCTION FOR DISTRIBUTION AS 

EQUALIZATION AID TO THE RETIREMENT FUNDS REQUIRED BY 

20-9-501. [THE NET REVENUE IS STATUTORILY APPROPRIATED, AS 

PROVIDED IN [SECTION 2 OF HOUSE BILL 12).) THE 

SUPERINTENDENT OF PUBLIC INSTRUCTION SHALL ESTABLISH THE 

DOLLAR AMOUNT PER ANB BY DIVIDING THE NET LOTTERY REVENUE 

FOR THE SCHOOL YEAR BY THE TOTAL STATE ANB IN THE PRIOR 

SCHOOL YEAR. HE SHALL THEN NOTIFY EACH COUNTY SUPERINTENDENT 

BY THE FOURTH MONDAY OF JULY OF THE TOTAL RETIREMENT FUND 

EQUALIZATION AID AVAILABLE TO THE COUNTY, AS CALCULATED 

SEPARATELY FOR ELEMENTARY AND HIGH SCHOOL DISTRICTS USING 

THE PRIOR YEAR 1 S ANB AND PRORATED AS SPECIFIED IN 
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20-9-501(6) FOR ANY JOINT SCHOOL DISTRICT, AND EACH COUNTY 

SUPERINTENDENT MUST USE SUCH AMOUNTS TO REDUCE THE TOTAL 

RETIREMENT FUND LEVY REQUIREMENT FOR ELEMENTARY SCHOOL 

DISTRICTS AND THE TOTAL RETIREMENT FUND LEVY REQUIREMENT FOR 

HIGH SCHOOL DISTRICTS. THE SUPERINTENDENT OF PUBLIC 

INSTRUCTION SHALL THEN DISTRIBUTE BY STATE WARRANT THE TOTAL 

AMOUNT OF RETIREMENT FUND EQUALIZATION AID FOR EACH COUNTY 

BY OCTOBER l OF THE SCHOOL FISCAL YEAR. 

NEW SECTION. Section 14. Felony and gambling-related 

convictions 

person who 

ineligibility for 

has been convicted 

lottery 

of a 

positions* 

felony or 

No 

a 

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

state may be a commissioner, director, assistant director, 

employee of the state lottery, or licensed ticket or chance 

sales agent* 

person shall 

Prior to appointment to any such 

submit to the commission a 

position, 

full set 

a 

of 

fingerprints made at a law enforcement agency by an agent or 

officer of such agency on forms supplied by the agency. 

NEW SECTION. Section 15. Conflict of interest. No 

commissioner, director, assistant director, state lottery 

employee, licensed tick~t or chance sales agent, or member 

of his 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. 
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NEW SECTION. Section 16. Drawings for and payment of 

prizes -- unclaimed prizes. 

public. The selection of 

(1) All drawings must be held in 

winning tickets may not be 

performed by an employee of the lottery or by a member of 

the commission. All drawings must be witnessed by a 

professional staff employee of the legislative auditor's 

office, 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 drawing. 

(2) The commission may provide for the immediate 

payment of prizes by the ticket or chance sales agent who 

sold the winning ticket or chance whenever the amount of the 

prize is less than an amount set by commission rule. 

Payment may not be ~de directly by 8n--elee~re~ie--~ame7 ~ 

machine7 or device or by a computer terminal. 

(3) Prizes over $100,000 may in the discretion of the 

commission be paid either in one lump sum or in equal yearly 

installments without interest over a period of not more than 

10 years, except that each installment payment must be at 

least $20,000. 

(4) 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 claim is delayed but made within 6 
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months. 

(5) The right to a prize is not assignable, but prizes 

may be paid to a deceased winner•s estate or to a person 

designated by judicial order. 

NEW SECTION. Section 17. Disclosures by gaming 

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

that submits a bid or proposal for a contract to supply 

lottery equipment, tickets, or other material or consultant 

services 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 partnership, all of the 

general and limited partners; 

(ii) if 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 association, the members, 

officers, and directors: 

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

directors, and each owner or holder, directly or indirectly, 

of any equity security or other evidence of owner~hip of any 

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

owners or holders of publicly held equity securities of a 

publicly traded corporation, only the names and addresses of 
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those owning or holding 5\ or more of the publicly held 

securities must be disclosed; 

(v) if the supplier is a subsidiary company, each 

intermediary company, holding company, or parent company 

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 intermediary 

company, holding company, or parent company which is a 

publicly traded corporation, only the names and addresses of 

those owning 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 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, equipment, or 

consultant services; 

(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 

punishable by imprisonment for more than 1 year and shall 

submit to the commission a full set of fingerprints of such 

person made at a law enforcement agency by an agent or 

officer of such agency. on forms supplied by the agency; 

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

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

matter related to gaming consultant services or the selling, 

leasing, offering for sale or lease, buying, or servicing of 

gaming materials or equipment; 

(f) audited annual financial statements for the 

preceding 5 years; 

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

preceding year from gaming consultant services and the sale, 

lease, or distribution of gaming materials or equipment to 

states operating lotteries and to private persons licensed 

to conduct gambling, differentiating that portion of the 

gross receipts attributable to transactions with states 

operating lotteries from that portion of the grass receipts 

attributable to transactions with private persons licensed 

to 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 consultant services or gaming 

materials or equipmentj and 

( j) any other information, accompanied by any 

documents the commission by rule may reasonably require as 

being necessary or appropriate in the public interest to 

accomplish the purposes of [sections 1 through 20]. 
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(2) No -person, firm, association,. or corporation 

contracting to supply gaming equipment or materials or 

consultant services to the state for use in the operation of 

the state lottery may have any financial interest or 

connection with any person, firm, ass·ociation, or 

corporation licensed as a ticket or chance sales agent. 

(3) No contract for supplying consultant services or 

gaming materials or equipment for use in the operation of 

the state lottery is enforceable against the state unless 

the requirements of this section have been fulfilled. 

NEW SECTION. Section 18. Annual audit. The 

legislative auditor shall conduct an annual audit of the 

state lottery. The costs of the audit must be paid out of 

the state lottery fund. A copy of the audit report must be 

delivered to the commission, the director, the governor, the 

president of the senate, 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 o.f the house. 

NEW SECTION. Section 19. Audit of lottery security. 

(1) After the first 9 months of sales to the public and 

every 2 years after that, the office of the legislative 

auditor shall conduct or have conducted a comprehensive 

audit of all aspects of security in the oper~tion of the 

lottery. The costs of the audit are a state lottery 
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operating expense and must be paid out of the state. lottery 

fund. The audit must include: 

(a) personnel security; 

(b) lottery sales agent security: 

{c) lottery contractor security; 

(d) security of manufacturing operations of lottery 

contractors; 

(e) security &gainst ticket or chance counterfeiting 

and alteration and other means of fraudulently winning; 

(f) security of drawings among entries or finalists; 

(g) computer secUrity; 

(h) data communications security; 

(i} database security; 

(j) systems security; 

(k) 

( 1) 

(m) 

lottery premises and warehouse security; 

security in distribution; 

security involving validation and 

procedures; 

(n) security involving unclaimed prizes; 

payment 

(o) security aspects applicable to each particular 

lottery game; 

(p) security of drawings in games whenever winne.rs are 

determined by drawings; 

(q) the completeness of security against locating 

winners in lottery games with preprinted winners by persons 
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involved in their production, storage, distribution, 

administration, or sales; and 

(r) any other aspects of security applicable to any 

particular lottery game and to the lottery and its 

operations. 

(2) The security audit report must be presented to the 

commission, the director, the governor, the president of the 

senate, and the speaker of the house of representatives. 

NEW SECTION. Section 20. Penalties. It is a 

misdemeanor, punishable by a fine not to exceed $500 or 

imprisonment in the county jai} for a term not to exceed 6 
i 

months, or both, to knowingly or purposely: 

(1) require an employee to sell lottery tickets or 

chances in violation of (section 9(9)li 

(2) violate [section 9(11)]; 

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

18 years of age; 

(4) violate [subsection (3) or (4) of section 10]; 

(5) serve as a commissioner, director, assistant 

director, employee, or licensed agent of the state lottery 

in violation of [section 14]; 

(6) violate [section 15]; 

(7) violate [section 17]; or 

(8) influence the winning of a prize through the use 

of coercion, fraud, d.eception, or tampering with lottery 
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equipment or materials. 

Seetion-2%.--seetien-i3-S-i&i;-M€A;-is-a~enee~-te-tead~ 

•i3-5-l9l~--B~finieionsT--tlt-A-slot-maehine-is-d~fin~d 

as--a--maehine--operated--by--insertin9-a-eeinr-token;-ehip7 

erade-ehee~;-er-~aper-e~rreney-efterein--by--ene--~~ayer--ane 

Erom--the--piay--o£--whieh--he--obtains-or-may-obtain-money7 

eheeksT-ehipe;--ee~ensr--er--paper--e~rreney--redeemable--in 

meneyT Bleetronie-video-game-maehines-operated-by-tfte-state 

iottery-are-not-s~et-maehinesT Merehandise-•endin~--maehines 

where--the--eiement--or--ehanee--does--not--enter-into-their 

operation-are-not-within-the-provisions-o£-this-pert. 

tit--fn-add!tien-te-eh~iP-ePd!naPy-m~aningT--th~--woPds 

•person•--or--•persons•,--es-used-in-this-par~,-ineiHde-beth 

natu~a~--and--artiEieie~--~~reens--and---eil---partnerships7 

eerporationsr--assoeiationsr--eiubsr--£raterna%--erd~re7-and 

soeietiesy-ine%udin9-re%i9ious;--£raterna%y--and--eharitebie 

ergafti'zfttione.• 

Section 21. SeCtion 23-5-202, MCA, is amended to read: 

"23-5-202. Application. This part shall not apply to 

the provisions of part'4 of this chapter, to [sections 1 

through 20], 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 

the county fair commissioners of agricultural fairs or rodeo 

associations in this state may give away at such fairs cash 
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or merchandise attendance prizes or premiums by public 

drawings." 

Seetion-i3-.--Seee~on-i'3-S-·3eZ7-M€A,-i:s-ai'PI:ended.-t-e-reae-:

•~~-5-39ie--Befi:niti:enso--As--~sed--in--th~s--par~--aftd 

uniess--ehe--eontext-req~i:res-otherwi:s~r-the-~ollewi:ng-terme 

or-phrases-ftave-the-£ol%owi:ng-meani:nge~ 

tit--MA~t-hori:med--eard--~sme•--means--~ny---card---~ame 

p~rm~~~~d-by-~h~s-part• 

tit--•eard--game•--means-any-geme-pleyed-w±th-cards-for 

which-tfte-prize-is-meney-or-any-*tem-o£-yai~er--exeept-9ames 

piayed-on-eieetronic-¥ideo-game--maehi:nes--operated--by--the 

state-:lotte-ry-:a 

Sectioft-i4e--Seetion-i3-5-49i7-MeA,-is-amended-ee-read~ 

ui3-5-49~.--&e£initions.---As-ttsed-~ft-this-par~,-~niess 

the-eentext--req~ires--otherwiseT--the--Eeiiew±ng--terms--or 

pftrases-sheii-have-the-£eiiowing-meanin9s~ 

tlt--•same--oE--ehaneeu-means-the-speei£ie-~ind-oE-~eme 

o£-cftanee-eemmoniy-knewn-as~ 

tat-- 11bin11Je11 -or-•h;ene•;-in-which-priz-es-·are-awat"'ded--on 

the--basis--of-de~ignated-ftb&bers-or-symbeis-on-a-ca~d-which 

eon£erm-to-numbers-or-symbols--sei~eted--at--rendom;--exeept 

games--piared--on-ei~etronic-vi4eo-9ame-maehines-opera~ed~ 

th~-s~at~-%&t~ery~ 

tbt--•rafEies•,-whieh--are--condbeted--by--drawing--~or 

pt>it:es.-
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tit--•sqaipment•-meafts~ 

tat--with--respeet-to-bingo-er-~eno,-the-reeeptaeie-ane 

nambered-ob;eets-Srawn-from-it,-the-master-hoard-ttpon--whieh 

stteh--objeets--ar~--piaeed--as--drawaT--the--eards-or-sheets 

bear~ftg-numbers-er-etft~~-designations-eo-be-eev~red-and--the 

ebj~et~--~sed--to--cove~--eheMT-the-boards-er-s~gns;-heweYer 

operated7--~sed--to--anno~nee--or--display--the--neahe~s--or 

desig~ations--as--they-are-drawnr-p~h%ie-address-systemy-end 

ai%-other-artieies-essentiai-to-tfte-operation,-eoftd~et,--and 

piay~ng-o£-bingo-or-~~ne;-or 

tbt--with--respeet-to-raffi~s;-tfte-~mp~ements,-de¥iees7 

and-maehines-des~gned,-intendedT-or-used-ror-the-eondttct--o£ 

rarries-and-the-identi£ieatien-o£-the-winning-n~mber-or-ttnit 

and--the-tie~et-or-other-evidenee-o£-riqht-to-partie±pate-in 

ra££ies.u 

NEW SECTION, Section 22. 

terms of commissioners. 

Initial 

Initial 

appointment 

appointments to 

and 

the 

commission must be made within 30 days after [the effective 

date of sections 1 through i8 25). Two of the initial 

appointees shall serve for 2 years, two shall serve for 3 

years, and one shall serve for 4 years. 

NEW SECTION. Section 23. Initial duties of commission 

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

immediately conduct an initial study of other state 

lotteries. 
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(2) The commission shall begin the operation of state 

lottery games at the earliest practicable time and in any 

event no later than July 1, 1987. 

NEW SECTION. Section 24. Temporary state treasury 

line of credit for expense of starting state lottery. There 

is a temporary line of credit that may be drawn by the 

director of the state lottery from the state general fund 

and deposited in the state lottery fund, in the amount of 

$1,500,000. This temporary line of credit may be drawn upon 

only during the first 12 months after the effective date of 

[sections 1 through 20] andr only for the purpose of 

financing the initial expenses of starting the state 

lottery. The director may draw upon all or part of this 

temporary line of credit. Any funds advanced under the 

temporary line of credit must be repaid out of the lottery's 

net revenue to the general fund within 1 year of the 

advance, and no net revenue may be paid out under [section 

13(3)tbtl until all advanced funds are repaid. Interest must 

be paid at an annual simple interest rate of 10% on funds 

advanced, commencing on the day funds are advanced and until 

the funds are repaid. 

NEW SECTION. Section 25. Severability. If a part of 

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

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

25 invalid in one or more of its applications, the part remains 
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in effect in all valid applications that are severable from 

the invalid applications. 

NEW SECTION. Section 26. Effective date. (1) If 

approved by the electorate, sections 1 through ~8 25 of this 

act are effective January 1, 1987. 

(2) This section and section 38 27 are effective on 

passage. 

NEW SECTION. Section 27. Submission to electorate. 

The question whether sections 1 through i8 25 of this act 

will become effective shall be submitted to the electors of 

the State of Montana at the general election to be held in 

November 1986 by printing on the ballot the full title of 

this act and the following·: 

[]FOR establishing a state lottery. 

[]AGAINST establishing a state lottery. 

NEW SECTION. SECTION 28. COORDINATION INSTRUCTION. 

THE BRACKETED LANGUAGE IN SECTION 13 IS EFFECTIVE ONLY IF 

HOUSE BILL 12 OF THE 49TH LEGISLATURE IS PASSED AND 

APPROVED. IN ADDITION, IF HOUSE BILL 12 IS PASSED AND 

APPROVED, A REFERENCE TO SECTION 13 IS INCLUDED IN THE 

SUBSECTION OF HOUSE BILL 12 LISTING ALL SECTIONS CONTAINING 

STATUTORY APPROPRIATIONS. 

-End-
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STATEMEII'l' OP INTENT 

BOUSE BILL 945 

A statement of intent ia required for this act because 

under the provisions of the act the state lottery commission 

~st establish and operate a state lottery and adopt 

policies and rules regardtng but not limited to: 

Ill the operations of the lottery director and his 

sta.ff: 

121 the price, number, and size of tickets or chances; 

Ill the drawing of lottery winners; 

141 lottery tickets or chance sales and tickets or 

chance sales agents; 

151 the immediate payment of small prizes; 

16) lottery security; 

171 purchase or rental of gaming 

supplies; and 

equipment and 

(8) other aattera relating to the successful operation 

of the lottery. 

A state lottery ia primarily a business operation and 

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

22 operation of a state lottery, as shown by the e~perience of 

23 other state lotteries, depends to a large degree upon the 

24 flexibility to operate the lottery as a business enterprise. 

25 The success of a lottery also depends upon the operation of 
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the lottery within a statutory. framework ensuring the 

integrity of the staff and all phases of the operation of 

the lottery and the avoidance of even the appearance of any 

illegalities or conflicts of interest. 

To these ends, it is contemplated that the state 

lottery commission will be coeposed of persona conveTsant 

with the types of administrative rules necessary to the 

successful operation of the lottery and will adopt rules 

ensuring the integrity 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 and ideas, new 

games and prizes, better outlets for ticket sales, and 

better management techniques are discovered. 

Any definitions contained in this act pertain only to 

the state lottery. It is the intent of the legislature that 

the state lottery ca.aission operate a state lottery only, 

and it is not intended that the commission shall be involved 

in any way in other forms of gaabling. 

There was no change in HB 945 
except for the addition of 

-2-

the statement of intent. please 
refer to third reading copy (blue) 
for complete text. 


