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INTRODUCED BY 

BY REQUEST OF THE 

IN 

JANUARY 21, 1987 

JANUARY 28, 1987 
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PAVLOVICH, STIMATZ 

DEPARTMENT OF COMMERCE 

THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & LABOR. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 75~ NOES, 24. 

TRANSMITTED TO SENATE. 

THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN AS 
AMENDED. 

THIRD READING, CONCURRED IN. 
AYES, 35; NOES, 15. 

RETURNED TO HOUSE WITH AMENDMENTS. 



. . 

MARCH 5, 1987 
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IN THE HOUSE 

RECEIVED FROM SENATE. 

SECOND READING, AMENDMENTS NOT 
CONCURRED IN. 

CONFERENCE COMMITTEE REQUESTED 
AND APPOINTED. 

IN THE SENATE 

CONFERENCE COMMITTEE APPOINTED. 

IN THE HOUSE 

CONFERENCE COMMITTEE REPORTED. 

SECOND READING, CONFERENCE COMMITTEE 
REPORT ADOPTED. 

IN THE SENATE 

CONFERENCE COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

THIRD READING, CONFERENCE COMMITTEE 
REPORT ADOPTED. 

SENT TO ENROLLING. 
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INTRODUCED BJ--t=== = ~ 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA STATE LOTTERY ACT OF 1985; TO ALLOW REGIONAL LOTTERY 

GAMES; TO PROVIDE FOR A LEGISLATIVE LIAISON COMMITTEE; TO 

PROVIDE THAT COMMISSIONS PAID TO LOTTERY TICKET AND CHANCE 

SALES AGENTS ARE NOT STATE LOTTERY OPERATING EXPENSES; TO 

CLARIFY USE OF THE TEMPORARY LINE OF CREDIT; TO PROVIDE FOR 

THE ASSISTANT DIRECTOR'S SALARY; TO INCREASE PRIZE 

INSTALLMENT PAYMENTS FROM 10 TO 20 YEARS; TO PROVIDE FOR 

CONFIDENTIALITY OF CERTAIN AUDIT FINDINGS; TO PROVIDE FOR 

STATUTORY APPROPRIATION OF OPERATING EXPENSES; AMENDING 

SECTIONS 5, 7, 8, 13, 16, 17, AND 24, CHAPTER 669, LAWS OF 

1985, AND SECTION 17-7-502, MCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE .. II 

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

Section 1.. S@ction 5, Chapter 669, Laws of 1985, is 

amended to read: 

"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; 
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(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 polic"ies, determine types and 

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

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-po~~ibiiity-of--work±n9 and may enter 

into agreements with ather 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 
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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]." 

Section 2. Section 7, Chapter 669, Laws of 1985, is 

amended to read: 

"Section 7. Powers and duties of director. 

director shall: 

(1) The 

(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 

20] 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, for the design and 
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installation of games, for consultant services, and for 

promotion of the ldttery. All contracts must be made in 

accordance with state law. No contract 

enforceable that provides for the management 

is 

of 

legal or 

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. 

(3) The director may appoint a bipartisan legislative 

liaison committee of two senators and two representatives ... 

Section 3. Section 8, Chapter 669, Laws of 1985, is 

amended to read: 

''Section 8. Assistant 

qualifications -- duties 

director for security 

compensation. (1) The director 

shall appoint an assistant director for security, who serves 

at the pleasure of the director. 

(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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secu~ity, 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 

alleged violation of 

legislative auditor, 

law to the 

and any 

attorney general, 

other appropriate 

any 

the 

law 

enforcement authority for further investigation and action. 

(4) The salary of the assistant director for security 

-~~~al to 90% of the salary of the director of the 

lottery." 

Section 4. Section 13, Chapter 669, Laws of 1985, is 

amended to read: 

10 Sect ion 13. Disposition of revenue. ( l) .W. As near 

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

t~-eeeh-~eparate-~tate-lettery-geme must be paid out as 

prize money £or-ehe-qame, except as provided in subsection 

ill· 
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(b) In the case of a regional lottery game, a maximum 

of 50% of the money paid for tickets or chances may be paid 

out as prize money. 

(2) Up to 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 not a state lottery 

operating expense. 

(3) Funds to pay the operating expenses of the lottery 

are statutorily appropriated as provided in 17-7-502. 

t3tl!l That part of all gross revenue not used for the 

payment of prizes, commissions, and operating expenses is 

net revenue and must be paid quarterly from the enterprise 

fund established by [section 12] to the superintendent of 

public instruction for distribution as equalization aid to 

the retirement funds required by 20-9-501. tThe net revenue 

is statutorily appropriated, as provided in t~ee~ieft-~-eE 

He~~~-Bi%%--Yit 17-7-502.~ 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's ANB and 
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prorated as specified in 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--£tlnd 

eq~ai±zation-aid net lottery revenue available that has been 

deposited in the superintendent of public instruction 

lottery account for each county by October 1 of the school 

fiscal year." 

Section 5. Section 16, Chapter 669, Laws of 1985, is 

amended to read: 

"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 
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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 a 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 

f6 lQ 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 t 

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.'' 

Section 6. Section 17, Chapter 669, Laws of 1985, is 

amended to read: 

"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: 
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(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 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 dddresses of 

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

consultant services; 

mat·er ials, equipment, or 

(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 

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 ~he selling, 

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

gaming materials or equipment: 

(f) audited annual financial statements 

preceding 5 years; 

for the 

(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 

-10-
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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 er 

eenneet±en---w±th in any person, firm, association, or 

corporation licensed as a ticket or chance sales ageqt. 

(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 ... 
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Section 7. Section 24, Chapter 669, Laws of 1985, is 

amended to read: 

''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 l 

through 20] and only far 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. 

This temporary line of credit must be available for 

expenditure regardless of fiscal or biennium yearend. 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)] 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 8, Certain audit findings 

confidential. Specific audit findings relating to security 

invasion techniques are confidential and may be reported 

only to the legislative audit committee, the director of the 

-12-
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l lottery, the commission, the attorney general, and the 1 (h) 13-37-304; 

2 governor. 2 ( i) 15-31-702; 

3 Section 9. Section 17-7-502, MCA, is amended to read: 3 ( j) 15-36-112; 

4 "17-7-502. Statutory appropriations -- definition -- 4 (k) 15-70-101; 

5 requisites for validity. (1) A statutory appropriation is an 5 ( 1) 16-1-404; 

6 appropriation made by permanent law that authorizes spending 6 (m) 16-1-410; 

7 by a state agency without the need for d biennial 7 (n) 16-1-411; 

8 legislative appropriation or budget amendment. 8 (o) 17-3-212; 

9 ( 2) Except as provided in subsection (4)' to be 9 (p) 17-5-404; 

10 effective, a statutory appropriation must comply with both 10 (q) 17-5-424; 

11 of the following provisions: 11 ( r) 17-5-804; 

12 (a) The law containing the statutory authority must be 12 (s) 19-8-504; 

l3 listed in subsection (3). 13 ( t) 19-9-702; 

14 (b) The law or portion of the law making a statutory 14 (U) 19-9-1007; 

15 appropriation must specifically state that a statutory 15 (v) 19-10-205; 

16 appropriation is made as provided in this section. 16 (w) 19-10-305; 

17 ( 3) The following laws are the only laws containing 17 (X) 19-10-506; 

18 statutory appropriations: 18 (y) 19-11-512; 

19 (a) 2-9-202; 19 ( z) 19-11-513; 

20 (b) 2-17-105; 20 (aa) 19-11-606; 

21 (C) 2-18-812; 21 (bb) 19-12-301; 

22 (d) 10-3-203; 22 (cc) 19-13-604; 

23 (e) 10-3-312; 23 (dd) 20-6-406; 

24 (f) 10-3-314; 24 (ee) 20-8-111; 

25 (g) 10-4-301; 25 (ff) 23-5-612; 

-13- -14-



1 

2 

3 

4 

5 

6 

7 

8 

9 

(gg) 

(hh) 

( i i) 

( j j ) 

(kk) 

ill) 

(mm) 
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(oo) 

37-51-501; 

53-24-206; 

75-1-1101; 

75-7-305; 

80-2-103; 

80-2-228; 

90-3-301; 

90-3-302; 

90-15-103; """ 

(pp) Sec. 13, HB 861, L. 1985o; and 10 -- -----
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11 (gq> [Sec. 13, Chapter 669, L. 1965, as amended by 

12 section 4]. 

13 (4) There is a statutory appropriation to pay the 

14 principal, interest, premiums, and costs of issuing, paying, 

15 and securing all bonds, notes, or other obligations, as due, 

16 that have been authorized and issued pursuant to the laws of 

17 

18 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

19 treasurer, for deposit in accordance with 17-2-101 through 

20 17-2-107, as determined by the state treasurer, an amount 

21 sufficient to pay the principal and interest as due on the 

22 bonds or notes have statutory appropriation authority for 

23 such payments.'' 

24 NEW SECTION. Section 10. Codification instruction. 

25 Section 8 is intended to be codified as an integral part of 
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the Montana State Lottery Act of 1985, and the provisions of 

the Montana State Lottery Act of 1985 apply to section 8. 

NEW S_E:CTION. Section 11. Extension of authority. Any 

existing authority of the state lottery commission to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 12. Effective date. This act is 

effective on passage and approval. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB374, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to generally revise the Montana State Lottery Act of 1985. 

ASSUMPTIONS: 
1. Removing the 5% sales commission from the 15% administrative cap for operating expenses would result in 

increased gross per capita sales due to increased operational support for lottery promotion and management. 
Gross per capita sales excluding commissions from the operations cap are projected at $30/capita; with 
commissions included, $20/capita. 

2. The amendment to set the salary of the Director of Security at 90% of the Lottery Director's salary will 
have no fiscal impact because personal services costs already include compensation approximating that level. 

3. Regional lottery games with Montana as a participant will not be operational within the 1989 biennium. 
4. Administrative expenses of the Office of the Superintendent of Public Instruction for distribution of 

lottery revenue for public school retirement equalization aid will be absorbed within OSPI's current level 
budget. 

5. There will be no impact on the revenue of the Teachers' Retirement System in the 1989 biennium. 
6. Costs of appointing a legislative liaison committee will be absorbed within the capped operational budget. 

FISCAL IMPACT: FY88 FY89 Biennium 
Revenues: Current Pro:12osed Difference Current Prol!osed Difference Difference 

Sales $16,640,000 $24,960,000 $ 8,320,000 $16,700,000 $25,050,000 $ 7,900,000 $16,220,000 
Licenses 50 1 000 50 1 000 0 501 000 5o.ooo 0 0 

TOTAL $16,690,000 $25,010,000 $ 8,320,000 $17,200,000 $25,100,000 $ 7,900,000 $16,220,000 
Exl!enditures: 

Prizes (45%) $ 7,510,500 $11,254,500 $ 3,744,000 $ 7,740,000 $11,295,000 $ 3,555,000 $ 7,299,000 
Commissions(5%) 834,500 1,250,500 416,000 860,000 1,255,000 395,000 811,000 
Public Retire-

ment Aid 5,103,434 7,180,934 2,077,500 6,880,000 8,785,000 1,905,000 3,982,500 
Repay GF 1,572,566 1,572,566 0 0 0 0 0 
Operating 1 1 669 1 000 3 1751 1500 2 1082 1 500 11 720 1000 31 765 1 000 21 045 1000 4 1 127 1 500 

TOTAL $16,690,000 $25,010,000 $ 8,320,000 $17,200,000 $25,100,000 $ 7,900,000 $16,220,000 

~DATE ;-d ?+.7 
PRIMARY SPONSOR / 

and Program Planning 
Fiscal Note for HB374, as introduced. 

t~-ts ary 



t :~1 ~R&q~fi3?!4'£!!$'''.introduced. 
iorm BD-15 
Page 2 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 
Revenue for Public School Retirement Equalization Aid will increase from non-county revenue sources. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
None noted. 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
None noted. 

HfJ I?'( 



50th Legislature HB 0374/02 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

APPROVED BY COMM. ON 
BUSINESS AND LABOR 

HOUSE BILL NO. 374 

INTRODUCED BY PAVLOVICH, STIMATZ 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA STATE LOTTERY ACT OF 1985; TO ALLOW REGIONAL LOTTERY 

GAMES; TO PROVIDE FOR A LEGISLATIVE LIAISON COMMITTEE; TO 

PROVIDE THAT COMMISSIONS PAID TO LOTTERY TICKET AND CHANCE 

SALES AGENTS ARE NOT STATE LOTTERY OPERATING EXPENSES; TO 

CLARIFY USE OF THE TEMPORARY LINE OF CREDIT; TO PROVIDE FOR 

THE ASSISTANT DIRECTOR'S SALARY; TO INCREASE PRIZE 

INSTALLMENT PAYMENTS FROM 10 TO 20 YEARS; TO PROVIDE FOR 

CONFIDENTIALITY OF CERTAIN AUDIT FINDINGS; TO PROVIDE FOR 

STATUTORY APPROPRIATION OF OPERATING EXPENSES; AMENDING 

SECTIONS 5, 7, 8, 13, 16, 17, AND 24, CHAPTER 669, LAWS OF 

1985, AND SBe~f6N SECTIONS 2-18-103 AND 17-7-502, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 5, Chapter 669, Laws of 1985, is 

amended to read: 

''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; 

~•n• '"•'""'"' c~~" 
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(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; 

(6) study ~he-peesibi%i~y-o£--wor~iftg and may enter 

into agreements 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 l through 20), and deliver a copy of 

each report to the governor, the department of 

administration, the legislative auditor, the president of 
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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 

through 20 I , " 

Sect±on-2.--s~etien--~,--eh8pter--669 7 -bav~-o~-~985 7 -i~ 

e:l'l\~l'lded-t:o-read-:­

useetion-Yo--Pewer~-and-d~t±e~-o~--dtreetero---tit--~he 

ei=reetor-she::H:-:-

tat- -admi n 1: s te r-- the- -opere: t: i-on -o£-'the-s t e: te-l-otter y- 1: l'l 

aeeordan~e-wtth-tseetions-±-throtlqh-~9+--e:nd-t:he--rttTes--and 

other-direetive~-of-the-eomm±ss±on; 

tbt--appo±nt--an--asstete:nt--direetor--for-seettr±ty-and 

emp%oy-and-direet-personnei-neeessa~y-eo--t~e--oper8t~on--of 

ene-state-~o~eery7 

tet--i~eense--lottery-e~e~ee-or-ehanee-saies-e~enes-end 

s~spend-or-~e•e~e-iiee~ses-ptlrstlant-to-tseetto~s--i--throttgh 

iet--and-eomm~ss~on-rtties;-and 

t~t--maintatn,---w~th---the---asststant---direeto~--£o~ 

seettr~ty,-the-see~rity-o£-the-state-±otte~yo 

tit--Wtth-the-eone~rrenee-o£-the-eommtssion-or-pttrstt8nt 

to-eommission-rtt~es7 -tne-e±reetor-mey-enter--tnto--eontraets 

for--materi8~~~--eq~±pment,--end--9tlppiies-te-b~-rt~ed-±n-tMe 

operat±oft--6£--the--state--iottery,--for--the---des±~n---and 
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insteilation--of--games7 --for--eonsttitant--serviees,-and-£or 

promot~on-o£-the-±otteryo-Ail--eontraets--m~st--be--mede--~n 

aeeo~danee---with---state--lew~--No--eontreet--~s--legai--or 

enforeeabie-that-provides-for-the-mana~ement--of--the--state 

iottery--or--£or--tke--enttre--operation-o£-its-qemes-by-any 

pri~ate-per~on-or--firm7--When--a--eontraet--~s--awarded,--a 

perrermanee-bend-~at~s~~e~ory-te-the-·eemm~~~~e~-and-ex~ebted 

by--a-s~rety-eempany-atlth~ri~ed-te-~o-btls±ness·-~n-this-seaee 

or--oeherwise--see~red--±n--a--manner--sat~s£aetory--te--the 

eommissionT-±n-a"-eme~n~-eqHa~-te-tne-pr~ee-oE-the-eontraet, 

mtlet-be-del±vered-te-the-eomm±~~~eno 

t3t--The--director-may-appo±nt-a-b±part±san-%eg±s~ati¥e 

±iaison-eemm~ttee-er-two-senato~s-and-two--repre9entatives.u 

NEW SECTION. SECTION 2. LEGISLATIVE LIAISON COMMITTEE 

BIPARTISAN --COMPENSATION FROM LOTTERY FUND. (1l_THERE 

IS A LEGISLATIVE LIAISON COMMITTEE. 

(2) THE LIAISON COMMITTEE CONSISTS OF FOUR 

LEGISLATORS. TWO MEMBERS MUST BE FROM THE SENATE AND TWO 

MEMBERS MUST BE FROM THE HOUSE OF REPRESENTATIVES. THE 

SPEAKER OF THE HOUSE AND THE SENATE COMMITTEE ON COMMITTEES 

SHALL APPOINT THE MEMBERS OF THE LIAISON COMMITTEE, AND NO 

MORE THAN TWO MEMBERS MAY BE OF THE SAME POLITICAL PARTY. 

ill_ A MEMBER OF THE LIAISON COMMITTEE IS ENTITLED TO 

COMPENSATION AND EXPENSES AS PROVIDED IN 5-2-302, WHILE 

PERFORMING HIS DUTIES AS A MEMBER OF THE LIAISON COMMITTEE, 
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PAID FROM ANY MONEY IN THE ALLOCATION UNDER [SECTION 13(2), 

CHAPTER 669, LAWS OF 1985]. 

Section 3. Section 8, Chapter 669, Laws of 1985, is 

amended to read: 

''Section B. Assistant director for security 

qualifications duties compensation. (1) The di~ector 

shall appoint an assistant director for security, who serves 

at the pleasure of the director. 

(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 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 l through 20]. 

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

attorney general or his designee to promote and ensure 

~ecurity, tlonesty, fairness, and integrity ut the or)eralion 

and administration of the lottery; and 
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(c) in conjunction with the director, report any 

alleged violation of law to the 

and any 

attorney general, 

other appropriate 

the 

law legislative auditor, 

enforcement authority for further investigation and action. 

(4) The salary of the assistant director for security 

is equal to 90\ of the salary of the director of the 

lottery." 

Section 4. Section 13, Chapter 669, Laws of 1985, is 

amended to read: 

''Section 13. Disposition of revenue. (l) ~As near 

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

ift-e8eh-~ep8rate-~t8te-±o~~e~y-game must be paid out as 

prize money fo~-t"e-game, except as provided in subsection 

ill· 
(b) In the case of a regional lottery game, a maximum 

of SO% of the money paid for t_ickets or chances may be paid 

out as prize money. 

(2) Up to 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 not a state lottery 

operating expense. 

ilL Funds to pay the operating expenses of ttte lottery 

are statutorily appropriated as pr1Jvided in 17-7-502. 

t3ti...il_ That part of all gross revenue not used for the 
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payment of prizes, commissions, and operating expenses is 

net revenue and must be paid quarterly from the enterprise 

fund established by (section 12] to the superintendent of 

public instruction for distribution as equalization aid to 

the retirement funds required by 20-9-501. tThe net revenue 

is statutorily appropriated, as provided in t~e~~ion-~-o£ 

H~tt~~-8~%%--riT 17-7-502.+ 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's ANB and 

prorated as specified in 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--£~nd 

eqtta%ize~±oft-e±d net lottery revenue available that has been 

deposited in the superintendent of public instruction 

lottery acc~unt fur each county by October 1 of the school 

fiscal year." 
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Section 5. Section 16, Chapter 669, Laws of 1985, is 

amended to read: 

''Section 16. Drawings for and payment of prizes 

unclaimed pr1zes. {1) All drawings must be held in public. 

The selection of winning tickets may not be performed by an 

employee of the 

All drawings must 

employee of the 

lottery or by a membe~ of the commission. 

be witnessed by a professional staff 

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 a machine or device or 

by a computer terminal. 

(3) Prizes over $100,000 may in the disc~etion of the 

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

installments without interest over a period of not more than 

±8 ~- years, except that each installment pdyment must be at 

least $20,000. 

{4} Prizes not claimed within 6 months are forfeited 
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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.'' 

Section 6. 

amended to read: 

"Section 17. 

Section 17, Chapter 669, Laws of 1985, is 

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 services for use in 

the operation of the state lottery shall disclose at the 

time of such bid or proposal: 

Ia) 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 ~uppl1er i~ d c~rpurat10n, thP officers, 

directors, and each owner or holder, directly or ind1rectly, 
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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 

intermediary company, holding 

involved therewith and the 

subsidiary company, each 

company, or parent company 

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 

consultant services; 

materials, equipment, or 

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

of the supplier or any person whose name and address are 

required by 511bF>ection ( l) (d) ct a crunina.:._ ;t fense 

punishable by imprisonment for more tha11 1 year and shall 
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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 for sale or lease, buying, or servicing of 

gaming materials or equipment; 

(f) audited annual financial statements 

preceding 5 years; 

for the 

(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 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 consullant services ~r gdrn1r1y 

materials or equipment; and 
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( 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 201. 

( 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 

eont"leeti:on---w±th !_l"!_ 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.'' 

Section 7. Section 24, Chapter 669, Laws of 1985, is 

amended to read: 

''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 

tttrough 20) and only for the purpcse of findncing the 

initial expenses of starting the state lottery. The director 
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may draw upon all or part of this temporary line of credit. 

This temporary line of credit must _be available for 

expenditure regardless of fiscal or biennium yearend. 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)) 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 8. Certain audit findings 

confidential. Specific audit findings relating to security 

invasion techniques are confidential and may be reported 

only to the legislative audit committee, the director of the 

lottery, the commission, the attorney general, and the 

governor. 

Section 9. Section 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations -- definition 

requisites for validity. (l) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2} ExcPpt as provided in subsection (4), to be 

~tfective, d ::>tdtutory apprvpriatiun ffi11....;t complj '"''lln uurh 

of the following provisions: 
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(a) The law containing the statutory authority must be 

listed in subsection (3}. 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 

(a) 2-9-202; 

(b) 2-17-105; 

(C) 2-18-812; 

(d) 10-3-203; 

(e) 10-3-312; 

(f) 10-3-314; 

(g) 10-4-301; 

(h) 13-37-304; 

(i) 15-31-702; 

(j) 15-36-112; 

(k) 15-70-101; 

(1) 16-1-404; 

(m) 16-1-410; 

(n) 16-1-411; 

(0) 17-3-212; 

(p) 17-5-404; 

(q) 17 5-42,1; 

(r) 17-5-804; 

-14- HB 314 



1 ( s) 19-8-504; 

2 ( t) 19-9-702; 

3 (u) 19-9-1007; 

4 (v) 19-10-205; 

5 (w) 19-10-305; 

6 (x) 19-10-506; 

7 (y) 19-U-512; 

8 ( z) 19-11-513; 

9 (aa) 19-11-606; 

10 (bb) 19-12-301; 

11 (cc) 19-13-604; 

12 (dd) 20-6-406; 

13 (ee) 20-8-111; 

14 ( ff) 23-5-612; 

15 (gg) 37-51-501; 

16 (hh) 53-24-206; 

17 ( ii) 75-1-1101; 

18 ( j j) 75-7-305; 

19 (kk) B0-2-103; 

20 (11) 80-2-228; 

21 (mm) 90-3-301; 

22 (nn) 90-3-302; 

23 (oo) 90-15-103; and 

24 (pp) Sec. 13, HB 861, L. 191:!5-.i.._ ~111l1 

25 (qqJ [Sec. 13. Chapter 669, L. 1985, 
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sec~ ion 4]. 

(4) There is a statutory appropriation to pay the 

3 principal, interest, premiums, and costs of issuing, paying, 

4 and securing all bonds, notes, or other obligations, as due, 

5 that have been authorized and issued pursuant to the laws of 

6 

7 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

8 treasurer, for deposit in accordance with 17-2-101 through 

9 17-2-107, as determined by the state treasurer, an amount 

10 sufficient to pay the principal and interest as due on the 

11 bonds or notes have statutory appropriation authority for 

12 such payments." 

13 

14 

SECTION 10. SECTION 2-18-103, MCA, IS AMENDED TOREAD;_ 

"2-18-103. Officers and employees excepted. Parts 1 

15 and 2 do not apply to the following positions in state 

16 government: 

17 

18 

19 

20 

21 

{1) elected officials; 

(2) county assessors and their chief deputy; 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed by the 

22 governor, appointed by the legislature, or appointed by 

23 other elected state officials; 

:!4 

25 

{6} officers or members uf the militia; 

(7) agency heads appointed by the governor; 
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(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

3 of regents of higher education; 

4 (9) academic and professional administrative personnel 

5 and live-in houseparents who have entered into individual 

6 contracts with the state school for the deaf and blind under 

7 the authority of the state board of public education; 

8 

9 

10 

ll 

12 

l3 

14 

(10) teachers under the authority of the department of 

institutions; 

( 11) investment officer and assistant investment 

officer of the board of investments; e"d 

(12) four professional staff positions under the board 

of oil and gas conservation; and 

(13) assistant director for security of the Montana 

15 state lottery.'' 

16 NEW SECTION. Section 11. Codification instruction. 

17 Seetion SECTIONS 2 AND 8 ~~ ARE intended to be codified as 

18 an integral part of the Montana State Lottery Act of 1985, 

19 and the provisions of the Montana State Lottery Act of 1965 

20 apply to seetion SECTIONS 2 AND B. 

21 NEW SECTION. Section 12. Extension of authority. Any 

22 existing authority of the state lottery commission to make 

23 rules on the subject of the provis1cns of this ~ct is 

24 exte~ded to the pruvi~ians ;t this ~ct. 

25 NEW SECTION. Section 13. Effective date. This act is 
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HOUSE BILL NO. 374 

INTRODUCED BY PAVLOVICH, STIMATZ 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA STATE LOTTERY ACT OF 1985; TO ALLOW REGIONAL LOTTERY 

GAMES; TO PROVIDE FOR A LEGISLATIVE LIAISON COMMITTEE; TO 

PROVIDE THAT COMMISSIONS PAID TO LOTTERY TICKET AND CHANCE 

SALES AGENTS ARE NOT STATE LOTTERY OPERATING EXPENSES; TO 

CLARIFY USE OF THE TEMPORARY LINE OF CREDIT; TO PROVIDE FOR 

THE ASSISTANT DIRECTOR'S SALARY; TO INCREASE PRIZE 

INSTALLMENT PAYMENTS FROM 10 TO 20 YEARS; TO PROVIDE FOR 

CONFIDENTIALITY OF CERTAIN AUDIT FINDINGS; TO PROVIDE FOR 

STATUTORY APPROPRIATION OF OPERATING EXPENSES; AMENDING 

SECTIONS 5, TT 8, 13, 16, 17, AND 24, CHAPTER 669, LAWS OF 

1985, AND SBe~f9N SECTIONS 2-18-103 AND 17-7-502, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section le Section 5, Chapter 669, Laws of 1985, is 

amended to read: 

"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; 

~"'•'091""''•• <""""" 
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(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; 

(6) study ehe-pessihiiiey-er--wer~*"~ and may enter 

into agreements 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 
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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]." 

See~~eft-i~--see~ioft--~7--ehepter--6697-haw~-ef-~985,-i~ 

amenfted-~o-read~ 

4Seet*en-~~--Pewe~8-and-d~~ies-e~--diree~e~,---t%t--~he 

a~reeto~-eftall~ 

tat--adm±n±ster--the--eperatien-ef-~he-state-lottery-in 

aeeo~danee-with-feeetione-l-thro~qh-i9t--and-the--r~lee--and 

other-direetivea-o£-the-eommieeion~ 

tbt--appoint--an--assietant--direetor--~or-see~rity-and 

empioy-and-direet-persennel-necessary-to--the--operatien--ef 

~fte-sta~e-lottery~ 

tet--l*eense--%ett~ry-tieket-e~-ehanee-sales-agents-and 

suspend-er-reve~e-lieenses-pursaant-to-tseetiens--1--threugh 

i&t--and-cemmission-ruies;-and 

tdt--maintain,---with---the---assistant---direeter--ler 

seeuri~y,-~he-seearity-of-the-staee-%otteryT 

ti~--Nith-the-eeneurrenee-ef-the-eemmission-or-parsaant 

to-eommiesien-rules,-th~-direeter-may-enter--inte--eentraets 

fer--materialst--eq~ipmentT--and--supplies-to-be-ased-in-the 

eperation--ef--the--state--}ettery7 --rer--the---design---and 
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instal~at+en--o£--~amesT--fe~--eonsaltant--serv±eesT-and-for 

promotion-of-the-lettery.-Ali--eontraets--must--be--made--in 

aeeordanee---with---state--!aw.--Ne--eentraet--is--leqal--or 

en£oreeabie-that-pre¥ide~-Eer-~he-management--er--~he--s~a~e 

Tottery--e~--£er--~he--entire--operaeien-ei-its-~ames-by-any 

p~ivate-persen-or--firm~--When--a--eentraet--is--awardedT--a 

perrormanee-bend-satisEaeeory-to-the-eommis~ion-and-exee~ted 

by--a-surety-eempany-aathori~ed-ee-ee-btt~iness-in-this-staee 

er--eeherwise--seeared--in--a--manner--~atiefaetery--te--the 

eommissieny-in-an-amottft~-equai-to-the-priee-o£-the-eon~ract, 

~~~t-be-delivered-to-the-eo~i~~ien. 

t3t--~he--direetor-may-appoint-a-bipartisen-~egislative 

liaison eemmittee-ef-two-senato~s-and-twe--rep~esentativesou 

NEW SECTION. SECTION 2. LEGISLATIVE LIAISON COMMITTEE 

BIPARTISAN -- COMPENSATION FROM LOTTERY FUND. (1) THERE 

IS A LEGISLATIVE LIAISON COMMITTEE. 

(2) THE LIAISON COMMITTEE CONSISTS OF FOUR 

LEGISLATORS. TWO MEMBERS MUST BE FROM THE SENATE AND TWO 

MEMBERS MUST BE FROM THE HOUSE OF REPRESENTATIVES. THE 

SPEAKER OF THE HOUSE AND THE SENATE COMMITTEE ON COMMITTEES 

SHALL APPOINT THE MEMBERS OF THE LIAISON COMMITTEE, AND NO 

MORE THAN TWO MEMBERS MAY BE OF THE SAME POLITICAL PARTY. NO 

LEGISLATOR WHO HAS ANY OWNERSHIP INTEREST IN ANY GAMBLING 

DEVICE OR ESTABLISHMENT MAY BE APPOINTED TO THE LIAISON 

COMMITTEE. 
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(3) A MEMBER OF THE LIAISON COMMITTEE IS ENTITLED TO 

COMPENSATION AND EXPENSES AS PROVIDED IN 5-2-302, PAID FROM 

ANY MONEY IN THE ALLOCATION UNDER [SECTION 13(2), CHAPTER 

669, LAWS OF 1985], WHILE PERFORMING HIS DUTIES AS A MEMBER 

OF THE LIAISON COMMITTEE, PATB--PR9M--ANY--M9NBY--TN-THB 

Aaa6€ATT6N-HNBBR-f8B€Tl9N-%3tit7-€HAPTBR-669T-bAW5-9P-%985t~ 

AS PROVIDED IN SUBSECTION (4) OF THIS SECTION. 

(4) THE LIAISON COMMITTEE SHALL MEET ONCE EACH FISCAL 

YEAR WITH THE COMMISSION AT HELENA AND SHALL REPORT TO EACH 

LEGISLATURE ON THE ACTIVITIES AND OPERATIONS OF THE STATE 

LOTTERY. 

S~ction 3. Section 8, Chapter 669, Laws of 1985, is 

amended to read: 

nsection 8. Assistant 

qualifications -- duties 

director for security 

compensation. (1} The director 

shall appoint an assistant director for security, who serves 

at the pleasure of the director. 

(2) The assistant director for security must be 

qualified by training and experience, have at least 5 years 

of law enfor_cement 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 integrity in the operation 

and administration of the lottery, including but not limited 
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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 

alleged violation of law to 

legislative auditor, and 

the 

the 

any 

director, report 

attorney general, 

other appropriate 

any 

the 

law 

enforcement authority for further investigation and action. 

(4) The salary of the assistant director for security 

is equal to 90% of the salary of the director of the 

lottery. 11 

Section 4. Section 13, Chapter 669, Laws of 1985, is 

amended to read: 

"Section 13. Disposition of revenue. (1) l!l As near 

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

~ft-eaeh-separate-state-~ottery-~ame must be paid out as 

prize money fo~-th~-qam~, except as provided in subsection 

ill· 

of 

(b) In the case of a regional lotte~ game, a maximum 

50\ of the money paid for tickets or chances may be paid 
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out as prize money. 

(2) Up to 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) Funds to pay the operating expenses of the lottery 

are statutorily appropriated as provided in 17-7-502. 

t3t1!l That part of all gross revenue not used for the 

payment of prizes, commissions, and operating expenses is 

net revenue and must be paid quarterly from the enterprise 

fund established by [section 12] to the superintendent of 

public instruction for distribution as equalization aid to 

the retirement funds required by 20-9-501. tThe net revenue 

is statutorily appropriated, as provided in tsee~~eft-~-ef 

He~se-Bili--1~1 17-7-502.1 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's ANB and 

prorated as specified in 20-9-501(6) for any joint school 

district, and each county superintendent must use such 
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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 re~~~emene--tund 

equa~iza~ion-aid net lottery revenue available that has been 

deposited in the superintendent of public instruction 

lottery account for each county by October 1 of the school 

fiscal year. 11 

Section 5. Section 16, Chapter 669, Laws of 1985, is 

amended to read: 

'*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 
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prize is less than an amount set by commission rule. 

Payment may not be made directly by a 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 

i6 20 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." 

Section 6. Section 17, Chapter 669, Laws of 1985, is 

amended to read: 

"Sect ion 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, 

ticketsw 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: 
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(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 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 

-10- HB 374 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0374/03 

in which the supplier is authori~ed to do business and the 

nature of that business; 

(c) other jurisdictions in which the supplier has 

cont·racts to supply gaming 

consultant services; 

materials, equipment, or 

(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 

punishable by imprisonment for more than 1 

criminal offense 

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 supplie·r 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 
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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 

materials or equipment; and 

(j) any other information, accompanied 

or gaming 

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 er 

eenneetien---with in 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." 

Section 7 .. Section 24, Chapter 669, Laws of 1985, is 

amended to read: 
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"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] 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. 

This temporary line of credit must be available for 

expenditure regardless of fiscal or biennium yearend. 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)) 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 

ate advanced and until the funds are repaid." 

NEW SECTION. Section 8. Certain audit findings 

confidential. Specific audit findings relating to security 

invasion techniques are confidential and may be reported 

only to the legislative audit committee, the director of the 

lottery, the commission, the attorney general, and the 

governor. 

-13- HB 374 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0374/03 

Section 9. Section 17-7-502, MCA, is amended to read: 

ul?-7-502. Statutory apprOpriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 

effective, a statutoty appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 

(a) 2-9-2021 

(b) 2-17-1051 

(c) 2-18-8121 

(d) 10-3-2031 

(e) 10-3-3121 

(f) 10-3-3141 

(g) 10-4-301; 

{h) 13-37-304; 

(i) 15-31-7021 
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(j) 15-36-112: 

(k) 15-70-101; 

(1) 16-1-404; 

(m) 16-1-410; 

(n) 16-1-411; 

(0) 17-3-212; 

(p) 17-5-404; 

(q) 17-5-424; 

(r) 17-5-804; 

(s) 19-8-504; 

(t) 19-9-702; 

(U) 19-9-1007; 

(v) 19-10-205; 

(w) 19-10-305; 

I X) 19-10-506' 

(y) 19-11-512; 

I z l 19-11-513; 

(aa) 19-11-606: 

(bb) 19-12-301; 

(cc) 19-13-604; 

(dd) 20-6-406: 

(ee) 20-8-111; 

(ff) 23-5-612; 

(gg) 37-51-501; 

(hh) 53-24-206; 
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(jj) 75-7-305; 

(kk) 80-2-103; 

( 11) 80-2-228: 

(mm) 90-3-301; 

(nn) 90-3-302; 

(00) 90-15-103; ftftd 

(pp) Sec. 13, HB 861, L. 1985T; and 

HB 0374/03 

(qq) [Sec. 13, Chapter 669, L. 1985, as amended by 

section 4]e 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments." 

and 

SECTION 10. 

"2-18-103. 

2 do not 

government: 

SECTION 2-18-103, MCA, IS AMENDED TO READ: 

Officers and employees excepted. Pacts 1 

apply to the following positions in state 
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(1) elected officials; 

(2) county assessors and their chief deputy: 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed by the 

governor, appointed by the legislature, or appointed by 

other elected state officials; 

(6) officers or members of the militia; 

(7) agency heads appointed by the governor; 

(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

12 of regents of higher education; 

13 (9) academic and professional administrative personnel 

14 and live-in houseparents who have entered into individual 

15 contracts with the state school for the deaf and blind under 

16 the authority of the state board of public educationi 

17 (10) teachers under the authority of the department of 

18 institutions; 

19 (11) investment officer and assistant investment 

20 officer of the board of investments; aftd 

21 (12) four professional staff positions under the board 

22 of oil and qas conservation; and 

23 (13) assistant director for security of the Montana 

24 state lottery.'' 

25 NEW SECTION. Section 11. Codification instruction. 
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Seetien SECTIONS 2 AND 8 ±s ARE intended to be codified as 

an integral part of the Montana State Lottery Act of 1985, 

and the provisions of the Montana State Lottery Act of 1985 

apply to sect±on SECTIONS 2 AND 8. 

NEW SECTION. Section 12. Extension of authority. Any 

existing authority of the state lottery commission to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 13. Effective date. This act is 

effective on passage and approval. 

-End-
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HOUSE BILL NO. 374 

INTRODUCED BY PAVLOVICH, STIMATZ 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA STATE LOTTERY ACT OF 1985; TO ALLOW REGIONAL LOTTERY 

GAMES; TO PROVIDE FOR A LEGISLATIVE LIAISON COMMITTEE; TO 

PROVIDE THAT COMMISSIONS PAID TO LOTTERY TICKET AND CHANCE 

SALES AGENTS ARE NOT STATE LOTTERY OPERATING EXPENSES; TO 

CLARIFY USE OF THE TEMPORARY LINE OF CREDIT; Te-PRBYIBB-PSR 

~HB--ASSlS~AN~--BIRBeTeR'S---SAbARY; TO INCREASE PRIZE 

INSTALLMENT PAYMENTS FROM 10 TO 20 YEARS; TO PROVIDE FOR 

CONFIDENTIALITY OF CERTAIN AUDIT FINDINGS; TO FURTHER 

CLARIFY SALES RESTRICTIONS; TO PROVIDE FOR STATUTORY 

APPROPRIATION OF OPERATING EXPENSES; AMENDING SECTIONS 5, ~7 

8 7 ~ 13, 16, 17, AND 24, CHAPTER 669, LAWS OF 1985, AND 

SBe~iBN SBB~ISNS--i-18-193--ANB SECTION 17-7-502, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 5, Chapter 669, Laws of 1985, 

amended to read: 

"Section 5~ Powers 

commission shall: 

and duties of commission. 

(1) establish and operate a state lottery and may 

is 

The 
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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; 

(6) study the-possibility-o£--wor~in9 and may enter 

into agreements 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 
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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].'' 

Seee±on-~o--Seetion--~7--ehepter--669,-bow~-o£-i985,-is 

amended-to-re~d~ 

nseetion-~~--Powers-and-d~ties-o£--d±reetoro---tYt--~he 

director-shGll~ 

tat--administer--the--operation-o~-t~e-state-lottery-±n 

aeeordanee-with-tseet±ons-i-thr0~9h-Zet--and-the--rttles--and 

other-d±rectives-o£-the-eommission; 

tbt--a~~oin~--an--aseis~ane--di~eeto~--£o~-seearity-~nd 

~m~loy-and-dir~ct-personnel-neeessary-to--the--ope~ation--e£ 

the-state-Zottery; 

tet--%ieense--%e~te~y-e±eKet-o~-chane~-sales-agents-~ne 

sttspend-or-revoke-lieenses-p~rs~ant-to-fseetion~--l--th~ott9h 

i6i--ane-eommiss±on-~~%es;-and 

tet--maintain 7 ---with---the---ass±stant---d±reetor--for 

secttrity,-the-see~~±ty-o£-the-state-lotte~yo 

tit--With-the-eone~rrenee-of-the-eomm±ss±on-or-pnrsttant 

to-eommission-rttlesr-the-direetor-may-enter--±nte--eontraets 

£or--mater±als,--eqtt±pment7 --and--snppiies-to-be-need-in-the 
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operation--of--the--sta~e--lottery,--fo~--tne---des±gn---and 

installation--of--games,--£or--eonsaltant--serYiees;-and-£or 

promotion-o£-the-lotteryo-All--eontraets--mnst--be--made--±n 

aeeordanee---w±th---state--law.--No--eontraet--±s--le9ai--or 

en£oreeable-that-proY±des-£or-the-management--of--the--state 

%ottery--o~--£or--the--entire--operat±on-o£-±ts-9ames-by-any 

pr±vate-person-or--firmo--Whe~--a--eontrae~--±s--ewerded,--a 

per£ormanee-bon~-sat±s£aetory-to-t~e-eommi~sioft-and-exeettted 

by--a-snrety-eompany-anthor±zed-to-do-btt~±ne~s-in-th±s-state 

or--otherw±se--see~re~--±"--e--menner--satis£aetory--to--the 

eommissionT-±n-an-amonnt-eq~ai-to-t~e-priee-of-the-eontreetr 

mnst-be-delivered-to-the-eomm±ssiono 

t3t--~he--direetor-may-appo±ftt-a-b±~ertisan-ieg±slet±ve 

%±aison-eomm±ttee-of-~wo-senetors-end-two--representativeso• 

NEW SECTION. SECTION 2. LEGISLATIVE LIAISON COMMITTEE 

BIPART!S~N -- COMPENSATION FROM LOTTERY FUND. (1) THERE 

IS A LEGISLATIVE LIAISON COMMITTEE. 

(2) THE LIAISON COMMITTEE CONSISTS OF FOUR 

LEGISLATORS. TWO MEMBERS 

MEMBERS MUST BE FROM THE 

MUST BE FROM THE SENATE AND TWO 

HOUSE OF REPRESENTATIVES. THE 

SPEAKER OF THE HOUSE AND THE SENATE COMMITTEE ON COMMITTEES 

SHALl, APPOINT THE MEMBERS OF THE LIAISON COMMITTEE, AND NO 

MORE THAN TWO MEMBERS MAY BE OF THE SAME POLITICAL PARTY. NO 

LEGISLATOR WHO HAS ANY OWNERSHIP INTEREST IN ANY GAMBLING 

DEVICE OR ESTABLISHMENT MAY BE APPOINTED TO THE LIAISON 
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COMMITTEE. 

(3) A MEMBER OF THE LIAISON COMMITTEE IS ENTITLED TO 

COMPENSATION AND EXPENSES AS PROVIDED IN 5-2~302, PAID FROM 

ANY MONEY IN THE ALLOCATION UNDER (SECTION 13(2), CHAPTER 

669, LAWS OF 1985], WHILE PERFORMING_ HIS DUTIES AS A MEMBER 

OF THE LIAISON COMMITTEE, PAfB--PR9M--AN¥--MBNE¥--fN-~HH 

Abb9€A~IBN-HNBHR-fSHe~i9N-i3t~t7-eHAP~HR-669,-bAWS-BP-i965i~ 

AS PROVIDED IN SUBSECTION (4) OF THI~ SECTION. 

(4) THE LIAISON COMMITTEE_SHALL MEET ONCE EACH FISCAL 

YEAR WITH THE COMMISSION AT HELENA AND SHALL REPORT TO EACH 

LEGISLATURE ON THE ACTIVITIES AND OPERATIONS OF THE STATE 

LOTTERY. 

Seetion-3~--seet~en--e,--ehopt~~--669,-0aw~-of-T9es,-i~ 

amend.e-d-te-r"eod-:-

useetion-8~--A~eietant---dir~etor---ror---se~urity----­

qaalifieati~ne-----dut±es ---eompen~~tion.--tTt-~he-direetor 

~harr-appo~nt-an-ass±s~8nt-direetor-£or-~ee~rity 1 -who-ser~~ 

~_!-_the-pleas t1 re--of- the -d.± reetor o 

t~t--~he--aeeistant--d~reetor--for--seearity--must---be 

q~aiified--by-trainin~-and-experienee,-ha~e-at-leest-5-years 

of --i!l:w-en:foreemene--expe r :i: l!r\el!.,- -and--bl!--k:nowl ed9 eab:l:l!- -an~ 

exper:i:l!need-±n-eomp~eer-~ee~rity. 

t3t--~ne-a~~i~tant-direetor-f~r-~eeurity-~n~l±~ 

tat--be--responsibte--f~r-a-~ee~rity-~i~i~~on-te-essHre 

~ee~rity~-honesty 7 -fairnes~,-and-integrity-in-tne--opera'l:ion 
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and-adminis'l:ration-o£-the-io'l:tery 7-ine±ttding-bnt-not-iimi~ed 

to--an--examination--o£--the--B~ekgronnd--of-ai±-prospeetive 

employee~7 -tieket-or-ehanee-~a±e~-agl!nte,--±ettery--vendor~7 

and-±ottery-eontraetorso-~he-seetlrity-di~ision-is-designated 

a--iaw--enforeement--ageney-for-the-purpose-o£-admin:i:stering 

tseetions-i-throu9h-X61• 

tbt--in-eon;ttnetion-with-the-d:i:ree~or,-eonfer-with--the 

attorney--generat--or--his--de~ignee--to--promote-and-ensttre 

seetlrity7 -honesty;-fairnese,-and-integrity-o£-the--operation 

and-adm:i:n±st~atio~-oE-the-iott~ry;-a~d 

tet--±n--eonj~netion--w~th--the--direetor,--re~ort~-any 

alleged-Yiolation--o~--~aw--to--th~--attor"ey--gl!nerai,--the 

ie9i~iat:i:ve---atld±to~,---and---eny---other--appropr±ate--law 

enforeement-a~thority-for-rttrther-inve~t±gat±on-and--aetion~ 

t4t--The--salary-of~~he-B99istant-direetor-£or=see~r±ty 

±s-egtlal-to-99%--of--the--salary--of--the--d±reetor--of--the 

!otter you 

Section 3. Section 13, Chapter 669, Laws of 1985, is 

amended to read: 

''Sectiort 13. Disposition of revenue. (1) ~As near 

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

in-eaen-separate-~tate-lottery-qame must be paid out as 

prize money for-the-9ame~xcept as provideQ_j~ubsection 

ill· 
(b) In t~e c~se 9~~~~on~~ottery game, a maximum 
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of 50% of the money paid for tic~~~~ or chances may be paid 

out as prize money. 

(2) Up to 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 no~ a state lottery 

operating expense. 

(3) Funds to pay the operating expenses of the lottery 

are statutorily appropriated as provided in ~?~~~2~?~ 

t~t~!] That part of all gross revenue not used for the 

payment of prizes, commissi~~ and operating expenses is 

net revenue and must be paid quarterly from the enterprise 

fund established by [section 12] to the superintendent of 

public instruction for distribution as equalization aid to 

the retirement funds required by 20-9-501. fThe net revenue 

is statutorily appropriated, as provided in t~eet±on-~-o£ 

Ho~se-Bill--l~t 17-7-502.1 The superintendent of public 

instruction shall esta~lish the dollar amount per ANB by 

dividing the net lottery revenue for the school year by lhe 

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's ANB and 

prorated as specified in 20-9-501(6) for any joint school 
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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--£~nd 

eq~~i±~~t~on-a±d net lottery revenue available that has been 

deposited in the superint~n~~nt of public instruction 

lottery account for each county by October 1 of the school 

fiscal year.'' 

Section 4. Section 16, Chapter 669, Laws of 1985, is 

amended to read: 

''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 

All drawings must 

employee of the 

lottery or by a member of the commission. 

be witnessed by a professional staff 

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 
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sold the winning ticket or chance whenever the amount of the 

prize is less than an amount set by co~nission rule. 

Payment may not be made directly by a 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 

±9 ~~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." 

Section 5. Section 17, Chapter 6691 Laws of 19B5, is 

amended to read: 

''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 hid or proposal: 

(a) the supplier's business name and address and the 
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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 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 owni1tg or holding 5% or more of the publicly held 

securities must be disclosed; 
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(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 

consultant services; 

materials, equipment, 0< 

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

of the supplier or any person ~hose 

required by subsection (l)(a) 

name 

of a 

and address are 

criminal offense 

punishable by imprisonment for more than l 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 

add~ess 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 se~vicing of 

gaming materials or equipment; 

(f) audited annual financial statements 

preceding 5 years; 

Eo< the 

(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 
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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 requ1re 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 

eo~~ee~io~---with in 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." 

Section 6. Section 24, Chapter 669, Laws of 1985, is 
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amended to read: 

"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] 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. 

This temporary line of credit must be .. available for 

expenditure regardless of ~iscal or biennium yearend. 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 13(3)] 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 7. Certain audit findings 

confidential. Specific audit findings relating to security 

invasion t€chniques are confidential and may be reported 

only to the legislative audit committee, the director of the 

lottery, the commission, the attorney general, and the 
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governor. 

SECTION 8. SECTION 10, CHAPTER 669, LAWS OF 1985, IS 

AMENDED TO REAO: 

"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 

machine or device. 

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

purchased by persons under 18 years of age. 

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

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

purchased by commissioners, the director, his staff, gaming 

supplie·rs doing business with the state lottery, suppliers• 

officers and employees, employees of any firm or auditing or 

in~e.stigating the state lotter-YI._ governmental agency 

employees 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.'' 

Section 9. Section 17-7-502, MCA, is amended to read: 

''17-7-502. Statutory appropriations -- definition 

requisites for validity. {1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need Ear a biennial 
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1 legislative appropriation or budget amendment. 1 (o) 17-3-212; 

2 ( 2) Except as provided in subsection ( 4)' to be 2 (p) 17-5-404; 

3 effective, a statutory appropriation must comply with both 3 (q) 17-5-424; 

4 of the following provisions: 4 ( [) 17-5-804; 

5 (a) The law containing the statutory authority must be 5 (S) 19-8-504; 

6 listed in subsection ( 3). 6 ( t) 19-9-702; 

7 (b) The law or portion of the law making a statutory 7 (u) 19-9-1007; 

8 appropriation must specifically state that a statutory 8 (v) 19-10-205; 

9 appropriation is made as provided in this section. 9 (w) 19-10-305; 

10 ( 3) The following laws are the only laws containing 10 ·(x) 19-10-506; 

11 statutory appropriations: 11 (y) 19-11-512; 

12 (a) 2-9-202; 12 ( z) 19-11-513; 

13 (b) 2-17-105; 13 (aa) 19-11-606; 

14 (c) 2-18-812; 14 (bb) 19-12-301; 

15 (d) 10-3-203; 15 (cc) 19-13-604; 

16 (e) 10-3-312; 16 (dd) 20-6-406; 

17 (f) 10-3-314; 17 (ee) 20-8-111; 

18 (g) 10-4-301; 18 (ff) 23-5-612; 

19 (h) 13-37-304; 19 (gg) 37-51-501; 

20 ( i) 15-31-702; 20 (hh) 53-24-206; 

21 ( j) 15-36-112; 21 ( ii) 75-1-1101; 

22 (k) 15-70-101; 22 (jj) 75-7-305; 

23 ( 1) 16-1-404; 23 (kk) 80-2-103; 

24 (m) 16-1-410; 24 ( 11) 80-2-228; 

25 (n) 16-1-411; 25 (mm) 90-3-301; 
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(nn) 90-3-302; 

(oo) 90-15-103; and 

(pp) Sec. 13, HB 861, L. 19857~~nd 

i...SJ.gl__[Sec. __ .!_~J Chapter 669, L. 1985, as ame-nd~?__E_y 

section 4}. 

(4) There is a statutory approp~iation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments." 

~e~f8N~!~~~-SB€~f8N-i-!8-l03,-MeA,-fS~AMBNBBB-~8-RBA97 

u~-18-163~---Bfficers--and--~mploy~ee-exeep~ed~--Parts-l 

and-~-do-not-apply--to--the--£oiiowing--pos±t±ons--±n--state 

90~ernment~ 

tlt--eleeted-offieiBi~; 

t~t--eetlnty-a~se~~Or3-and-their-eh±e£-deputy; 

f3t--of£±eers--and-emptoyees-of-the-ieg±~iative-branehr 

t4t--jtldge~-ond-empieyees-of-the-jud±e±ai-braneh; 

tSt---members-e£-boarde-and-eomm±ss±ons-appo±nted-by-the 
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goverftor,-appointed-by--the--ieg±slattlre,--or--appo±nted--by 

other-eieeted-etate-officials; 

t6t--off±eere-or-membere-of-the-m±i±tia; 

t~t--ageney-heade-appo±nted-by-the-governor, 

t8t--aeadem±e-end-profese~o~ai-a~mini~trative~p~r~onnei 

wi~h--in~ividtlai-~contraet~-~n~~~-the-authortty-o£-~k~-board 

o£-regen~~-of-hiqher-e~~eatien7 

t9t--a~ademie-an~-professienal-admini~trative~per~onnei 

end-Ti¥e-in-ko~~eparents-who-he¥e--entered--into--indi~iduai 

eont~aet~-with-the-~tete-~ehool-for-the-aeaf-end-b±ind~under 

the-attthority-of-tke-~tate-board-o~-pttbiie-edueation 7 

t±at-teaehers--ttnder-the-euthority-of-the-department-of 

±nstittttions; 

t+±t-in¥e~tment--offteer---and---a~~i~tan~---±n~e~tment 

off±eer-o£-the-board-of-±n¥estment~;-and 

tl~t-four--profe~~±onal-staff-pos±t±ons-under-the-board 

of-oil-and-ga~-eonservation;-and 

tl3t-assi~tant-direeto~-for--seeur±~y-~of--the--Montana 

~tate-iotteryou 

NEW SECTION. Section 10. Codification instruction. 

Section SECTIONS 2 AND 6 l is ARE intended to be codified as 

an integral part of the Montana State Lott.ery Act of 1985, 

and the provisions of the Montana State Lottery Act of 1985 

apply to ~eet±on SECTIONS 2 AND 8 I· 

NEW SECTION. Section 11. Extension of authority. Any 

-18- !!B 3 74 
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existing authority of the state lottery commission to make 

2 rules on the subject of the provisions of this act is 

3 extended to the provisions of this act. 

4 NEW SECTION. Section 12. Effective date. This act is 

5 effective on passage and approval. 

-End-
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SENATE 
FEBRUARY 20 87 .. "" .......... "" ... ......... "·""'.f ........ "" .... 19 ...... "" 

MR. PRESIDENT 

We, your committee on ..................................................... BUSlNESS .. .AN.D ... INDUS.TB.~ ........................... . 

having had under consideration .......................................... HOUSE .. BILL ...................................... No ... .37.4. ..... . 

3rd reading copy 1 blue 
color 

PAVLOVICH (STIMATZ} 

GENERP.LLY AMEND MONTANA STATE LOTTERY ACT OF 1985 

Respectfully report as follows: That ......................... ,ij0.P.1?.~ ... ~ l~~ ................................................ No .... ~. 7 .~ ...... . 

be amended as follows: 

1. Title, lines 10 and 11. 
Strike: "TO PROVIDE FOR THE ASSISTANT DIRECTOR'S SALARY;" 

2. Title, line 16. 
Strike: "SECTIONS 2-18-103 AND" 
Insert: "SECTION'' 

3. Title, line 15. 
Strike: "8," 

4. Page 5, line 12 through line 16 on page 6. 
Strike: section 3 in its entirety 
Renumber: subsequent sections 

5. Page 16, line 22 through line 24 on page 17. 
Strike: section 10 in its entirety 
Renumber: subsequent sections 

AND AS AMENDED, 
BE CONCURRED IN 



01 
< .. ~" 

,.--., 
I , 
• J 

t..u••n;;m:tl\,1: \,UIVIIVIII 11:1: Htt'UH I Report No ....... On~ .......... .. 

......... 3::-:7 ......... 19.8.7. .. .. 
MR. SPEAKER 

Joint 
We, your------:--------------------- Conference Committee on 

HB 374 

met and considered ____ s_e.::...n::.::a.:..:t:....e~a:.:.:m:.::e.::...n:.:.::dm:::..::e.:.:n.:..:t:..::s:_t:.;o:_H=B-=3...:..7...::4:..!,:........:r:..:e::f::e:.r:..:e::.:n::c::e:_:c:..:o~p::y!:.!.., _:::s~a~l~m:::o:_::n~,~ 

dated February 20, 1987. 

We recommend as follows: 

That reference copy, salmon, HB 374 be amended as follows: 

1) Title, line 10. 
Following: "CREDIT I" 
Insert: "TO PROVIDE FOR THE ASSISTANT DIRECTOR 1 S SALARY7" 

2) Title, line 15. 
Following: "5," 
Insert: "8, " 

3) Title, line 17. 
Strike: "SECTION" 
Insert: "SECTIONS 2-18-103 AND" 

And that this c9 erence Committee report be adopted. 

_/ /. s~e~ w::er 
0 74Ut,/J:I~<ba~ 

Senator Hammond 

ADOPT REJECT 

371000t.cc .. 
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4) Page s. 
Following line 12 

Page 2 of 3 
I 

Insert: "Section 3. Section B, Chapter 669, Laws of 1985, is 
amended to read: 

"Section B. Assistan' director for 
security--qualifications--duties--comlensation. (1) The 
director shall appoint an assistant d rector for security, who 
serves at the leasure of the director. 

2 The assistant director or 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_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. 

(4) The salary of the assistant director for security is 
egual to 90% of the salary of the director of the lottery."" 

Renumber: subsequent sections 

5) Page 17. 
Following: line 16 
Insert: "SECTION 10. SECTION 2-18-103, MCA, IS AMENDED TO READ: 
"2-18-103. Officers and employees excepted. Parts 1 and 2 do 
not apply to the following positions in state government: 

(1) elected officials, 
(2) county assessors and their chief deputy; 
(3) officers and employees of the legislative branch; 
(4) judges and employees of the judicial branch; 
(5) members of boards and commissions appointed by the 

governor, appointed by the legislature, or appointed by other 
elected state officials; 

(6) officers or members of the militia; 
(7) agency heads appointed by the governor; 
(8) academic and professional administrative personnel 

with individual contracts under the authority of the board of 
regents of higher education, 

~ 



i' 

Page 3 of 3 

(9) academic and professional administrative personnel and 
live-in houseparents who have entered into individual contracts 
with the state school for the deaf and blind under the 
authority of the state board of public education; 

(10) teachers under the authority of the department of 
institutions; 

(11) investment officer and assistant investment officer 
of the board of investments; ~ft8 

(12) four professional staff positions under the board of 
oil and gas conservation; and 

(13) assistant director for security of the Montana state 
lottery."" 

Renumber: subsequent sections 

6) Page 18, line 21. 
Strike: "7" 
Insert: "S" 

7) Page· 18, line 24. 
Strike: "7" 
Insert: "a" 



50th Legislature HB 0374/05 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HOUSE BILL NO. 374 

INTRODUCED BY PAVLOVICH, STIMATZ 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

MONTANA STATE LOTTERY ACT OF 1985; TO ALLOW REGIONAL LOTTERY 

GAMES; TO PROVIDE FOR A LEGISLATIVE LIAISON COMMITTEE; TO 

PROVIDE THAT COMMISSIONS PAID TO LOTTERY TICKET AND CHANCE 

SALES AGENTS ARE NOT STATE LOTTERY OPERATING EXPENSES; TO 

CLARIFY USE OF THE TEMPORARY LINE OF CREDIT; ~6-PR6V£BB-P6R 

~HB--A98£S~AN~--BIRBe~BR~S--SAbAR¥; TO .PROVIDE FOR THE 

ASSISTANT DIRECTOR'S SALARY; TO INCREASE PRIZE INSTALLMENT 

PAYMENTS FROM 10 TO 20 YEARS; TO PROVIDE FOR CONFIDENTIALITY 

OF CERTAIN AUDIT FINDINGS; TO FURTHER CLARIFY SALES ·------

RESTRICTIONS; TO PROVIDE FOR STATUTORY APPROPRIATION OF 

OPERATING EXPENSES; AMENDING SECTIONS 5, T7 87 8, 10, 13, 

16, 17, AND 24, CHAPTER 669, LAWS OF 1985, AND SBe~f6N 

sse~£6NS--i-lB-lB3--ANB sse~>BN SECTIONS 2-18-103 AND 

17-7-502, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 5, Chapter 669, Laws of 1985, is 

amended to read: 

"Section 5. Powers and duties of commission. The 

commission shall: 

~n• L<oi>~><>•• Conn" 
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(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 J 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 e~e-pe~~~b~%iey-ef--wo~~±ng and may ente~ 

into agreements 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 

-2- HB 374 
REFERENCE BILL' Includes • 
Conference Committee Report 
Dated "3- 7- 4'7 
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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 201~" 

9eetion-i.--secei~n--T7--eftapter--6697-0aws-or-%98S7-is 

amended-to-read~ 

•seetien-T.--Pewere-and-d~tiee-ef--direeter.---t~t--~fte 

directer-sha%%~ 

tat--adm±nister--the--operation-of-the-atate-~ottery-in 

aeeerdanee-with-teeetiens-%-thre~~h-iet--and-the--r~ies--and 

o~her-diree~ives-oE-the-eommission; 

tbt--eppo±nt--an--essistant--directer--for-sec~rity-and 

employ-and-direet-pereenne%-neeessary-to--tfte--operetion--of 

the-state-lottery; 

tet--!±cense--~ottery-tieket-er-ehance-sa%es-agents-and 

sHapend-or-revoke-i~eenses-pursHant-te-tseet~ons--%--through 

i&t--and-eommission-rHies;-and 

tdt--maintainr---with---the---assistant---direetor--for 

seeHrityy-the-seeurity-of-the-state-lotteryo 

tit--With-the-eone~rrenee-ef-the-eommissien-or-pttrs~ant 

to-eomm±ssion-r~!esr-the-direetor-may-enter--into--eontraets 
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for--materielsr--eq~ipment,--and--sapplies-to-be-~sed-ift-the 

operation--o~--the--state--lotteryy--tor--the---design---and 

instaiiation--of--games,--£or--cons~%tant--serviees7-and-£or 

promot±en-o£-the-lotteryo-Al%--eontraets--mHst--be--made--in 

aeeordanee---with---state--iaw.--No--eentraet--is--lega!--or 

enforeeab!e-that-provides-£er-the-manageme~t--o£--~he--stote 

%ottery--er--~er--the--ent~re--operatien-eE-its-games-by-any 

pri¥ate-person-or--£irm.--When--a--contraet--is--awarded,--a 

per£ormanee-bond-satis£aetory-to-the-eommission-an~-exee~tee 

hy--a-surety-eompany-aHthori~ed-to-do-b~~~nese-ift-this-state 

or--otherwise--see~ree--in--a--manner--satisfaetory--to--the 

eomm±ssion,-in-an-amo~nt-eq~al-to-the-pr±ee-o£-the-eontraetT 

m~st-he-de%ivered-to-the-eemmies±ono 

t3t--~he--director-max-appoint-a-~ipartisan-±egisiative 

liaison-eommittee-ef-two-senators-end-twe--representativeso" 

NEW SECTION. SECTION 2. LEGISLATIVE LIAISON COMMITTEE 

BIPARTISAN -- COMPENSATION FROM LOTTERY FUND. (1) THERE 

IS A LEGISLATIVE LIAISON COMMITTEE. 

(2) THE LIAISON COMMITTEE CONSISTS OF FOUR 

LEGISLATORS. TWO MEMBERS MUST BE FROM THE SENATE AND TWO 

MEMBERS MUST BE FROM THE HOUSE OF REPRESENTATIVES. THE 

SPEAKER OF THE HOUSE AND THE SENATE COMMITTEE ON COMMITTEES 

SHALL APPOINT THE MEMBERS OF THE LIAISON COMMITTEE, AND NO 

MORE THAN TWO MEMBERS MAY BE OF THE SAME POLITICAL PARTY. NO 

LEGISLATOR WHO HAS ANY OWNERSHIP INTEREST IN ANY GAMBLING 

-4- HB 374 
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DEVICE OR ESTABLISHMENT MAY BE APPOINTED TO THE LIAISON 

COMMITTEE. 

(3) A MEMBER OF THE LIAISON COMMITTEE IS ENTITLED TO 

COMPENSATION AND EXPENSES AS PROVIDED IN 5-2-302, PAID FROM 

ANY MONEY IN THE ALLOCATION UNDER [SECTION 13(2), CHAPTER 

669, LAWS OF 1985], WHILE PERFORMING HIS DUTIES AS A MEMBER 

OF THE LIAISON COMMITTEE, PAfB--PR6M--AN¥--M6NH¥--fH-~HB 

Abb6€A'I'f6N-HNBHR-JSH€'1'f6N_-±3t~t7-EHAP'I'ER-6697-bAWS-8P-i985f• 

AS PROVIDED IN SUBSECTION [4) OF THIS SECTION. 

(4) THE LIAISON COMMITTEE SHALL_MEET ONCE EACH FISCAL 

YEAR WITH THE COMMISSION AT HELENA AND SHALL REPORT TO EACH 

LEGISLATURE ON THE ACTIVITIES AND OPERATIONS OF THE STATE 

LOTTERY. 

Seetioft-3o--Seetioft--8,--ehapte~--669,-baw~-e£-i985,-i~ 

smended-~o-read~ 

useetion-9o--A~~i~taftt---direetor---~or---~ee~rity-----

q~aii£ieations-----dnties ---eompensationo--tlt-~he-direetor 

~ha~T-appeint-~n-a~~ietant-direetor-for-eee~rity,-who-eer~ee 

at-the-pieasnre-of-the-direetoro 

tZt--~he--aeeietant--direetor--for--eeettrity--mnst---be 

qttali£ied--by-traininq-and-experienee,-ha¥e-at-leaet-5-yeare 

o£-±aw-enforeement--experieneer--anO--be--~nowieOgesbie--snd 

expe~ieneed-in-eompttter-~eetlr±tyo 

t3t--~he-a~s~stant-~i~eetor-£or-~eettrity-sha±l~ 

tat--be--responsibie--£or-a-se~tlrity-divis±on-to-asstl~e 
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see~rityT-honesty,-fairness,-and-integrity-in-tfte--operat~on 

and-administration-o£-the-lettery,-ineltl~±ng-b~t-net-±imited 

to--an--examination--of--the--baekgro~nd--o£-a±±-prospeetive 

emp%eyees,-t±eket-or-ehanee-sales-agent~,--lottery--vendors7 

and-%ottery-eentraetor~.-~he-see~rity-division-is-desiqnated 

a--law--en£oreement--ageney-£or-the-pnrpose-o£-adm±n±ster±ng 

tseet±ons-l-throtl~h-Z9to 

tbt--±n-eonjnnetion-with-the-d±reetor,-eon£er-w±th--the 

attorney--generai--or--ft±s--des±gnee--to--promote-and-enstlre 

see~r±tyT-henesty,-fairness,-and-integrity-o£-the--operat±on 

and-adm±n±strat±on-o£-the-lottery~-an~ 

tet--~ft--eeftj~~et±oft--with--the--d±rector,--r~port--afty 

alleged~violation--o£--law--to--the--a~torney--general7 --the 

leg±~Taeive---a~~iter,---and---eny---other--appropr±at~--law 

en£orcemen~-atlthor±ty-for-fttrther-in~e~~±gatiort-and--~etion7 

t4t--~he--~a~a~y-of-t~e-a~sistant-d±rector-~~r-~eettr+ty 

is-egHsl-to-96%--o£--the--ealary--of--the--direetor--o~--the 

lotterro 11 

SECTION 3. SECTION B, CHAPTER 669, LAWS OF 1985, IS 

AMENDED TO READ: 

"Section 8. Assistant director for security 

qualifications -- duties -- compensation. (1) The director 

shall appoint an assistant director for security, who serves 

at the pleasure of the director. 

(2) The assistant director for security must be 

-6- HB 374 
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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 integrity in the operation 

and administration of the lottery, including but nat 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 
c 

[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. 

(4) The salary of the assistant director for security 

is equal to 90\ of the salary of the director of the 

lottery." 

Section 4. Section 13, Chapter 669, Laws of 1985, is 

amended to read: 
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"Section 13. Disposition of revenue. (1) ~As near 

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

ift-eae~-separate-~tate-%ettery-~ame must be paid out as 

prize money fer-t~e-~ame, except as provided in subsection 

ill· 
(b) In the case of a regional lottery game, a maximum 

of 50\ of the money paid for tickets or chances may be paid 

out as prize money. 

(2) Up to 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 not a state lottery 

operating expense. 

(3) Funds to pay the operating expenses of the lottery 

are statutorily appropriated as provided in 17-7-502. 

t~7i!l That part of all gross revenue not used for the 

payment of prizes, commissions, and operating expenses is 

net revenue and must be paid quarterly from the enterprise 

fund established by (section 12) to the superintendent of 

public instruction for distribution as equalization aid to 

the retirement funds required by 20-9-501. tThe net revenue 

is statutorily appropriated, as provided in tseet±eft-i-ef 

Ho~se-B~ll--±it 17-7-502.t The superintendent of public 

instruction shall establish the dollar amount per ANB by 

dividing the net lottery revenue for the school year by the 

-8- HB 374 
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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's ANB and 

prorated as specified in 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 

fund levy requirement 

districts 

for high 

and the total retirement 

school districts. The 

superintendent of public instruction shall then distribute 

by state warrant the total amount of ~et~remen~--fHnd 

eqHa%~zation-aid net lottery revenue available that has been 

deposited in the superintendent of public instruction 

lottery account for each county by October l of the school 

fiscal year. 11 

Section 5. Section 16, Chapter 669, Laws of 1985, is 

amended to read: 

11 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 
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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 a machine or 

by a computer terminal. 

device or 

(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 

Y9 20 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. 11 

Section 6. Section 17, Chapter 669, Laws of 1985, is 

amended to read: 

''Section 17. Disclosures by gaming suppliers. (1) Any 
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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 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 5t or more of the publicly held 

securities must be disclosed; 

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

intermediary company, holding company, 

involved therewith and the officers, 

-11-
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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 

contracts to supply gaming 

consultant services; 

in which 

materials, 

the supplier has 

equipment, or 

(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 

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; 
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for the 

(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 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 

documents the commission by rule may reasonably require 

any 

as 

being necessary o~ 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 

con ~ltant services to the state for use in the operation of 

the state lottery may have any financial interest o~ 

eon~eetion---w±th in any person, firm, association, or 
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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.'' 

Section 7. Section 24, Chapter 669, Laws of 1985, is 

amended to read: 

"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] 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. 

This temporary line of credit must be available for 

expenditure regardless of fiscal or biennium yearend. 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)] 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 
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are advanced and until the funds are repaid." 

NEW SECTION. Section 8. Certain audit findings 

confidential. Specific audit findings relating to security 

invasion techniques are confidential and may be reported 

only to the legislative audit committee, the director of the 

lottery, the commission, the attorney general, and the 

governor. 

SECTION 9. SECTION 10, CHAPTER 669, LAWS OF 1985, IS 

AMENDED TO READ: 

''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 

machine 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 er auditing or 

investigating the state lottery, governmental sqeney 

employees auditing or investigating the state lottery, or 

members of their families living with them. 

(5) The names of elected officials may not appear on 
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any ticket or chance." 

Section 10. Section 17-7-502, MCA, is amended to read: 

''17-7-502. Statutory appropriations -- definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 

(a) 2-9-202; 

(b) 2-17-105; 

(C) 2-18-812; 

(d) 10-3-203; 

(e) 10-3-312; 

(f) 10-3-314; 

(g) 10-4-301; 

(h) 13-37-304; 
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(i) 15-31-702; 

( j) 15-36-112; 

(k) 15-70-101; 

( 1) 16-1-404; 

(m) 16-1-410; 

(n) 16-1-411; 

(a) 17-3-212; 

(p) 17-5-404; 

(q) 17-5-424; 

(r) 17-5-804; 

(s) 19-8-504; 

(t) 19-9-7021 

(u) 19-9-1007; 

(V) 19-10-205; 

(w) 19-10-305; 

(X) 19-10-506; 

(y) 19-11-512; 

(Z) 19-11-513; 

(aa) 19-11-606; 

(bb) 19-12-301; 

(CC) 19-13-604; 

(dd) 20-6-406; 

(ee) 20-8-111; 

(ff) 23-5-612; 

(gg) 37-51-501; 

HB 0374/05 
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( ii) 75-1-1101; 

(jj) 75-7-305; 

(kk) 80-2-103; 

( 11) 80-2-228; 

(mm) 90-3-301; 

(nn) 90-3-302; 

(oo) 90-15-103; an~ 

(pp) Sec. 13, HB 861, L. 1985~; and 
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(qq) [Sec. 13, Chapter 669, L. 1985, as amended by 

section 4). 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments. •• 

SB€~f6N-te~--SB€~f6N-~-t8-i63!:MeA,-fS-AMBNBEB-T6-RBAB~ 

u~-18-~93~--eff~eer~-and-employees-exceptedo---Pa~t~--t 

and--%--do--no~--apply--to--the-£e~~ow~n9-PO~~t~on~-~n-~tate 
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government~ 

tit--e%ected-o££iciaie~ 

tit--eo~n~y-~s~eeeore-an8-their-e~ieE-dep~ty~ 

t3t--o£f~cers-and-·empioyees-o£-tfte-ieg±e~at±~e--e~aneh7 

t4t--j~dges-and-emproyeee-e£-ehe-;~a~eiai-hraneh; 

tSt--members-of-boards-an~-eommiesions-appointed-by-the 

governorr--ap~ointed--by--the--%e9~Siat~re,--or-appointed-by 

other-eieeted-state-efEieiaisT 

t6t--offieers-or-members-oE-the-mi%itia; 

t~t--agency-heade-appointed-by-the-go¥ernor~ 

tat--aeademie-and-professionai-adminis~rative-personnei 

with-individ~al-eontraete-tlnder-the-a~thority-of--the--board 

or-regents-of-hi~her-edueation; 

t9t--aeademie-and-professional-administrative-personnel 

and--%tve-~n--hotlsepa~ents--who-have-entered-into-indi•id~a% 

een~~aets-w~th-~he-state-sehooi-£or-the-dea£-aftd-b%ind-~nder 

the-authertty-e£-the-s~ate-bea~d-e£-p~blie-edHea~ion7 

t~et-t~achers-~nder-the-a~thority-o£-the-department--o£ 

ins~ittltiona; 

t~%7-investment---effieer---and---aeeietan~--investment 

ef£ieer-o£-the-beard-ef-invest•ents;-and 

t%~7-four-p~oEessional-staf£-positions-~nder-ehe--board 

of-oil-and-9as-eonservatien~-and 

tl3t-assistant--direetor--£or--aeeur~ty--o£-the-Montana 

state-lottery~• 
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SECTION 11. SECTION 2-18-103, MCA, IS AMENDED TO READ: 

"2-18-103. Officers and employees excepted. Parts 1 

and 2 do not apply to the following positions in state 

government: 

(1) elected officials; 

(2) county assessors and their chief deputy; 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed by the 

governor, appointed by the legislature, or appointed by 

other elected state officials; 

(6) officers or members of the militia; 

(7) agency heads appointed by the governor; 

(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

of regents of higher education; 

(9) academic and professional administrative personnel 

and live-in houseparents who have entered into individual 

contracts with the state school for the deaf and blind under 

the authority of the state board of public education; 

(10) teachers under the authority of the department of 

institutions; 

( 11) investment officer and assistant investment 

officer of the board of investments; and 

(12) four professional staff positions under the board 
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1 of oil and gas conservation; and 

2 (13) assistant director for security of the Montana 

3 state lotte[y." 

4 NEW SECTION. Section 12. Codification instruction. 

5 See~iOft SECTIONS 2 AND 8 ! ~ is ARE intended to be codified 

6 as an integral part of the Montana State Lottery Act of 

7 1985, and the provisions of the Montana State Lottery Act of 

8 1985 apply to seee~Oft SECTIONS 2 AND 8 ! ~· 

9 NEW SECTION. Section 13. Extension of authority. Any 

10 existing authority of the state lottery commission to make 

11 rules on the subject of the provisions of this act is 

12 extended to the provisions of this act. 

13 NEW SECTION. Section 14. Effective date. This act is 

14 effective on passage and approval. 

-End-
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