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HOUSE BILL NO. 207 

INTRODUCED BY GOULD 

BY REQUEST OF THE STATE LOTTERY COMMISSION 

JANUARY 16, 1989 

JANUARY 17, 1989 

FEBRUARY 1, 1989 

FEBRUARY 2, 1989 

FEBRUARY 3, 1989 

FEBRUARY 6, 1989 

FEBRUARY 7, 1989 

FEBRUARY 8, 1989 

FEBRUARY 9, 1989 

MARCH 9, 1989 

MARCH 10, 1989 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON STATE ADMINISTRATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

STATEMENT OF INTENT ADOPTED. 

PRINTING REPORT. 

PASSED CONSIDERATION FOR THE DAY. 

ON MOTION TAKEN FROM SECOND READING 
AND REREFERRED TO 31ST LEGISLATIVE DAY. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 60; NOES, 39. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON STATE ADMINISTRATION. 

FIRST READING. 

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

SECOND READING, CONCURRED IN. 



MARCH 13, 1989 

MARCH 16, 1989 

MARCH 18, 1989 

THIRD READING, CONCURRED IN. 
AYES, 37; NOES, 11. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

PASSED CONSIDERATION UNTIL 62ND 
LEGISLATIVE DAY. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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~~S/1: BILL NO.2 iJl 
INTRODUCED BY --~-f~J..\c;/e!II---------------

BY REQU~STATE LOTTERY COMMISSION 

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

MONTANA STATE LOTTERY ACT OF 1985 TO PROVIDE THAT THE 

LOTTERY COMMISSION MAY DETERMINE THE PERCENTAGE OF PRIZE 

PAYOUT SUBJECT TO A MINIMUM OF 45 PERCENT OF THE MONEY PAID 

FOR TICKETS OR CHANCES; TO CLARIFY THAT SALES AGENTS' 

COMMISSIONS ARE BASED ON THE FACE VALUE OF THE TICKETS; TO 

CLARIFY THAT TICKETS OR CHANCES MAY NOT BE PURCHASED ON 

CREDIT; TO PROHIBIT MEMBERS OF HOUSEHOLDS OF LOTTERY STAFF, 

CONTRACTORS, AND AUDITORS FROM PARTICIPATING IN OR HAVING A 

FINANCIAL INTEREST IN THE LOTTERY; TO MAKE THE 

FINGERPRINTING OF SALES AGENTS PERMISSIVE INSTEAD OF 

MANDATORY; TO CLARIFY THAT MONTANA MAY PARTICIPATE IN 

MULTISTATE GAMES; TO PROVIDE FOR THE STATUTORY APPROPRIATION 

OF LOTTERY SALES AGENT COMMISSIONS, PRIZES, AND NET REVENUE; 

TO ELIMINATE THE STATUTORY APPROPRIATION OF LOTTERY 

OPERATING EXPENSES; TO CLARIFY THAT THE LEGISLATIVE AUDITOR 

MAY HAVE THE ANNUAL AUDIT CONDUCTED BY A PARTY OUTSIDE HIS 

OFFICE; AMENDING SECTIONS 17-7-502, 23-5-1007, 23-5-1008, 

23-5-1016, 23-5-1017, 23-5-1019, 23-5-1020, 23-5-1027, AND 

23-5-1028, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

~una t-rivo Council 
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. 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: 2-9-202; 2-17-105; 2-18-812; 

10-3-203; 

15-25-123; 

10-3-312; 

15-31-702; 

10-3-314; 10-4-301; 13-37-304; 

15-36-112; 15-65-121; 15-70-101; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 

17-5-804; 19-8-504; 19-9-702; 

19-10-305; 19-10-506; 19-11-512; 

19-12-301; 19-13-604; 20-4-109; 

23-5-610; 23-5-1016; 23-5-1027; 

37-51-501; 39-11-2504; 53-6-150; 

-2-

19-9-1007; 

19-11-513; 

20-6-406; 

33-31-212; 

19-10-205; 

19-11-606; 

20-8-111; 

33-31-401; 

53-24-206; 67-3-205; 

INTRODUCED BILL 
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75-l-1101; 75-7-305; 76-12-123; 80-2-103; 80-2-228; 

82-11-136; 90-3-301; 90-3-302; 90-3-412; 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 1985; and 

section 1, Chapter 454, Laws of 1987. 

(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. (In subsection (3): pursuant to sec. 15, Ch. 

607, L. 1987, the inclusion of 15-65-121 terminates June 30, 

1989; pursuant to sec. 10, Ch. 664, L. 1987, the inclusion 

of 39-71-2504 terminates June 30, 1991; and pursuant to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 454, L. 

1987, terminates July 1, 1988.)" 

Section 2. Section 23-5-1007, MCA, is amended to read: 

•23-5-1001. Powers and duties of commission. 

commission shall: 

The 

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

become involved in any other gambling or gaming~ 

-3-
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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; 

ill subject to 23-5-1027(1), determine the percentage 

of the money paid for tickets or chances to be_p~~ou~~ 

prizes; 

t3t1!1 determine the price of each ticket or chance 

and the number and size of prizes; 

t4tiil provide for the conduct of drawings of winners 

of lottery games; 

tSt~ 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; 

t6till study and may enter into agreements with other 

lottery states to offer regional lottery games: 

t~tl~ prepare quarterly and annual reports on all 

aspects of the operation of the state lottery, including but 

not limited to 

paid, operating 

types of games, gross revenue, prize money 

expenses, net revenue to the state, 

contracts with gaming suppliers, and recommendations for 

changes to this part, and deliver a copy of each report to 

-4-
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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 

tBtill adopt rules necessary to carry out this part." 

Section 3. Section 23-5-1008, MCA, is amended to read: 

"23-5-1008. Legislative liaison committee 

bipartisan --compensation from lottery fund. (l) 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 ~wo 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. 

(3) A member of the liaison committee is entitled to 

compensation and expenses as provided in 5-2-302, paid from 

any money appropriated to in the 8%%oeat±on---~"der 

?3-5-%9?7t~t lottery, while performing his duties as a 

member of the liaison committee, as provided in subsection 

-5-
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(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.'' 

Section 4. Section 23-5-1016, MCA, is amended to read: 

"23-5-1016. Ticket or chance sales agents licenses. 

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

chance sales agents licensed by the director in accordance 

with this section. 

(2) The commission shall by rule determine the places 

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

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

consider: 

(i) the financial responsibility and security of the 

applicant and his business or activity; 

(ii) the accessibility of his place of busines5 or 

activity to the publici and 

(iii) the sufficiency of existing licenses to serve the 

public convenience and the volume of the expected sales. 

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

tickets or chances. 

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

chances may not be issued to any person to engage in 

business exclusively as a lottery ticket or chance sales 

-6-
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agent. 

(4) The director may issue temporary licenses upon 

conditions he considers necessary. 

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

the cost of investigating and processing the application4 

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

agent in an amount provided in the commission's rules and 

may purchase a blanket bond covering the activities of 

licensed agents. 

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

copy thereof conspicuously in accordance with the 

commission's rules. 

(8) A license is not assignable or transferable. 

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

be required to sell lottery game tickets or chances if the 

sale is against his religious or moral beliefs. 

(10) Sales agents are entitled to a commission of no 

more than a 5\ eommi~s±on-on of the face value of tickets 

and chances sold that they purchase from the lottery and do 

not return. The commissions are statutorily appropriated, as 

provided in 17-7-502, to the lottery. 

(ll) Each sales agent shall keep a complete and 

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

sales and provide it for inspection upon request of the 

commission, the director, the department of commerce, the 

-7-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0499/01 

office of the legislative auditor, or the office of the 

attorney general. 

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

check, bankdraft, 

recorded, noncash, 

by the director. 

electronic fund transfer, or other 

financial transfer method as determined 

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

to maintain the license qualifications provided in 

subsection (3) or for violation of any provision of this 

part or a commission rule. Prior to suspension or 

revocation, the licensee must be given notice and an 

opportunity for a hearing." 

Section 5. Section 23-5-1017, MCA, is amended to read: 

•23-5-1011. 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 mttBt-be-paid-fo~-±n--eash ~ 

not be purchased on credit. 

(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' 

-8-
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officers and employees, employees of any firm auditing or 

investigating the state lottery, governmental employees 

auditing or investigating the state lottery, or members of 

their £am~lie~-living-with-~~em households. 

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

any ticket or chance.'' 

Section 6. Section 23-5-1019, MCA, is amended to read: 

"23-5-1019. Felony and gambling-related convictions -

ineligibility for lottery positions. No person who has been 

convicted of a felony or a gambling-related offense under 

federal law or the law of any state may be a commissioner, 

director, assistant director, employee of the state lottery, 

or licensed ticket or chance sales agent. Prior to 

appointment ~o-~a"y--~~eh--pos±t±on as a commissioner, 

director, assistant di_rector, or employee, a person shall 

submit to the commission a full set of fingerprints made at 

a law enforcement agency by an agent or officer of such 

agency on forms supplied by the agency. The assistant 

director for security may require a ticket or chance sales 

agent to submit fingerprints prior to !icensing.'' 

Section 7. Section 23-5-1020, MCA, is amended to read: 

"23-5-1020. Conflict of interest. No commissioner, 

director, assistant director, state lottery employee, 

licensed ticket or chance sales agent, or member of his 

£am±iy--living--w±th--him household may have a financial 

-9-
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interest in any gaming supplier or any contract between the 

state lottery and a gaming supplier or accept any gift or 

thing of value from a gaming supplier." 

Section 8. Sect ion 2 3-5-1027, MCA, is amended to read: 

"23-5-1027. (Effective July l, 1988) Disposition of 

revenue. (1) t8t-A~-near-a~-poss±ble-~o A minimum of 45% of 

the money paid for tickets or chances must be paid out as 

prize money,-exeepe-a~-p~ov~ded-±n-sHb~eet~o~-tbt. The prize 

money is statutori~y_-~ppropriated, as provided 1n 17-7-502, 

to the lottery. 

tbt--tn-~he-ea~e-o£-a-~e9i~na!-let~e~y-9amey-a--maximtlm 

e£--58%-of-the-mo"ey-pHid-fe~-~±eKe~s-or-eha"ees-may-be-paid 

o~t-a~-pri~e-money• 

(2) Sp-to-~5%-o£-the--gro~s--reve"~e--from--the--s~ate 

±ottery--may--be--tleed--by-~he-direetor-to-pay-~he-operati"9 

expenses-o£-the-~tate-±otte~y. Commissions paid to lottery 

ticket or chance sales agents are not a state lottery 

operating expense. 

t3t--PH~de-to-pay-the-operati"g-expe"ses-o£-the-~otte~y 

are-stdttl~orily-appropriated-as-prov±ded-in-lT-T-S9%o 

t4till 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 enterp[ise 

fund established by 23-5-1026 to the superintendent of 

public instruction for distribution as equalization aid to 

-10-



LC 0499/01 

1 the retirement fund obligations of elementary and high 

2 school districts in the manner provided in 20-9-532. The net 

3 revenue is statutorily appropriated, as provided in 

4 17-7-502, to the superintendent of public instruction~ 

5 (4) The spending authority of the lottery may be 

6 increased in accordance with this section upon review and 

7 approval of a revised operation plan by the budget office." 

8 

9 

Section 9. 

"23-5-1028. 

Section 23-5-1028, MCA, is amended to read: 

Annual audit. The legislative auditor 

10 shall conduct or have conducted an annual audit of the state 

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

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

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

14 president of the senate, the speaker of the house of 

15 representatives, and each member of the appropriate 

16 committee of each house of the legislature as determined by 

17 the president of the senate and the speaker of the house ... 

18 NEW SECTION. Section 10. Extension of authority. Any 

19 existing authority to make rules on the subject of the 

20 provisions of [this act] is extended to the provisions of 

21 [this act]. 

22 NEW SECTION. Section 11. Effective date. [This act] 

23 is effective on passage and approval. 

-End-

-ll-



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB207 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

IIB207 generally revises the Montana State Lottery Act of 1985 by providing that the Lottery Commission may 
determine the percentage of prize payout at no less than 45% of the money paid for tickets or chances; to clarify 
that sales agents' commissions are based on the face value of the tickets; to clarify that tickets or chances may 
not be purchased on credit; to prohibit members of households of Lottery staff, contractors, and auditors from 
participating in or having a financial interest in the Lottery; to make fingerprinting of sales agents permissive 
instead of mandatory; to clarify that Montana may participate in multi-state games; to provide for the continued 
statutory appropriation of Lottery sales agent commissions, prizes and net revenue; to eliminate the statutory 
appropriation of Lottery operating expenses; to clarify that the Legislative Auditor may have the annual audit 
conducted by a third party; and providing an immediate effective date. 

ASSUMPTIONS: 

1. The current law revenue estimate of $13,000,000 for FY89 is assumed to be attainable in FY90 and 
FY91. 

2. New Section 23-5-1007(3), MCA, and changes to Section 23-5-1027(1), MCA, provide for a minimum of 45% 
for prizes but no maximum. It is assumed a 55% prize payout will be adopted by the Lottery 
Commission and that this action will result in the same significant revenue increases experienced by 
other states when prize payout percentages were increased. 

3. Proposed law revenue estimates of $21,000 for FY90 and FY91 are based upon both the increased prize 
payout and the fact that this revenue level was achieved previously by the Montana Lottery. 

4. Current law expense projections assume the Lottery could meet a 15% operating expense ceiling, even 
though FY88 expenses were $3,098,480 or 24% of $13,000,000 in revenue and the FY89 operational plan 
is budgeted at $2,802,834 or 22% of $13,000,000 revenue. 

5. Changes to Section 23-5-1027(2), MCA, and the deletion of old Section 23-5-1027(3), MCA, which 
eliminates the statutory appropriation for operating expenses along with the operating expense 
ceiling of 15% of gross revenues does not change the Lottery's budget as recommended in the executive 
budget. The difference in operating expenses of $1,104,762 for FY90 and $846,040 for FY91 is a 
result of the different revenue estimates under the current law and the proposed law. 

RAY 
OFF 

//2~1 i' 
SPONSOR DATE 

Fiscal Note for HB207, as introduced 
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Fiscal Note Request, HB207 as introduced 
Fqrm BD-15 
Page··2 

6. Changes to Section 23-5-1016(10), MCA, to clarify a sales agent's commission, will not result in a 
fiscal impact because the Lottery has interpreted current law to mean 5% commission on the face value 
of the tickets sold to an agent, resulting in a $25 commission for a pack of 500 $1.00 tickets. 
However, when comparing commissions to revenues for FY88, the $1,169,378 in commissions is 5.6% of 
the $21,062,464 in revenues due to the free ticket prizes in each pack which are handled by the agent 
without generating any revenue. 

7. Changes to Section 23-5~1019, MCA, to remove the requirement of obtaining fingerprints from sales 
agent applicants, could result in a savings of $1,200 to the Lottery and to the applicant who would 
no longer be charged for fingerprinting. However, this potential reduction has not been made to 
operating expenses. 

8. The Legislative Auditor's recommended executive budget does not include audit costs for the financial 
audit of the Lottery so there is no fiscal impact on the Legislative Auditor. 

FISCAL IMPACT: 

Expenditures: 
Montana Lottery 

Current 
Law 

Personal Services (HBlOO)$ 909,160 $ 
Op Exp Administr. (HBlOO) 1,040,840 
Prize Expenses (SA) 5,850,000 
Agents Commissions (SA) 728,000 
Capital Outlay -a-

IT2Q 
Proposed 
Law 

909,160 
2,134, 402 

11,550,000 
1,176,000 

11.200 
Total Expenditures $8,528,000 $15,780,762 

Funding: 
Instant Ticket Sales 
Proprietary Account 

Revenue: 
Net Revenue Impact-Funds 

===-==-==-- --===-=-==== 

$13,000,000 $21,000,000 

Transferred to OPI: $4,472,000 $5,219,238 

Difference 

-0-
1,093,562 
5,700,000 

448,000 
111200 

$7,252,762 
====-======= 

$8,000,000 

$ 747,238 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES: 

FY91 
Current Proposed 
Law 1aw Difference 

$ 910,620 $ 910,620 -0-
1,039,380 1,885,420 846,040 
5,850,000 11,550,000 5,700,000 

728,000 1,176,000 448,000 
-'0- -0- -o-

$8,528,000 $15,522,040 $6,994,040 
===== ==== =--=-====== 

$13,000,000 $21,000,000 $8,000,000 

$4,472,000 $5,477,960 $1,005,960 

Lottery net revenues, which are transferred under current law to the Office of Public Instruction for distribution 
as equalization aid for the retirement fund of public schools, could increase .by $747,238 in FY90 and by $1,005,960 
in FY9l. However, if proposed law revenue estimates are not met, net revenue transfers could decrease under the 
proposed law. 

HIJ 2d'1 
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TECHNICAL ~OTES: 

1. Changes to Section 23-5-1027(1), MCA, provide for a minimum of 45% for prizes but no maximum. Assumptions 
above used a 55% prize payout related to revenues of $21,000,000. However, every 1% increase for 
prizes would result in an additional $210,000 in prize expense, reducing net revenues and the money 
available for public schools, if the revenues did not also increase. 

/+f1 2D7 
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APPROVED BY COMMITTEE 
ON STATE ADMINISTRATION 

HOUSE BILL NO. 207 

INTRODUCED BY GOULD 

BY REQUEST OF THE STATE LOTTERY COMMISSION 

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

MONTANA STATE LOTTERY ACT OF 1985 TO PROVIDE THAT THE 

LOTTERY COMMISSION MAY DETERMINE THE PERCENTAGE OF PRIZE 

PAYOUT SUBJECT TO A MINIMUM OF 45 PERCENT OF THE MONEY PAID 

FOR TICKETS OR CHANCES; TO CLARIFY THAT SALES AGENTS' 

COMMISSIONS ARE BASED ON THE FACE VALUE OF THE TICKETS; 

PROVIDING THAT THE DIRECTOR OF THE DEPARTMENT OF COMMERCE 

MAY ADOPT RULES RELATING TO LOTTERY STAFF SALES INCENTIVES 

OR BONUSES AND SALES AGENTS' COMMISSIONS; TO CLARIFY THAT 

TICKETS OR CHANCES MAY NOT BE PURCHASED ON CREDIT; TO 

PROHIBIT MEMBERS OF HOUSEHOLDS OF LOTTERY STAFF, 

CONTRACTORS, AND AUDITORS FROM PARTICIPATING IN OR HAVING A 

FINANCIAL INTEREST IN THE LOTTERY; TO MAKE THE 

FINGERPRINTING OF SALES AGENTS PERMISSIVE INSTEAD OF 

MANDATORY; TO CLARIFY THAT MONTANA MAY PARTICIPATE IN 

MULTISTATE GAMES; TO PROVIDE FOR THE STATUTORY APPROPRIATION 

OF LOTTERY SALES AGENT COMMISSIONS, PRIZES, AND NET REVENUE; 

TO ELIMINATE THE STATUTORY APPROPRIATION OF LOTTERY 

OPERATING EXPENSES; TO CLARIFY THAT THE LEGISLATIVE AUDITOR 

MAY HAVE THE ANNUAL AUDIT CONDUCTED BY A PARTY OUTSIDE HIS 

OFFICE; AMENDING SECTIONS 17-7-502, i3-5-l99~7 23-5-1006 
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THROUGH 23-5-1008, 23-5-1012, 23-5-1016, 23-5-1017, 

23-5-1019, 23-5-1020, 23-5-1027, AND 23-5-1028, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. 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 

legislative appropriation or budget amendment. 

a biennial 

(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: 2-9-202; 2-17-105; 2-18-812; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304; 

15-25-123; 15-31-702; 15-36-112; 15-65-121; 15-70-101; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 

17-5-804; 19-8-504; 19-9-702; 19-9-1007; 19-10-205; 

-2- HB 207 

SECOND READING 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0207/02 

19-10-305; 19-10-506; 19-ll-512; 19-11-513; 19-11-606; 

19-12-301; 19-13-604; 20-4-109; 20-6-406; 20-8-111; 

23-5-610; 23-5-1016; 23-5-1027; 33-31-212; 33-31-401; 

37-51-501; 39-71-2504; 53-6-150; 53-24-206; 67-3-205; 

75-l-1101; 75-7-305; 76-12-123; 80-2-103; 80-2-228; 

82-11-136; 90-3-301; 90-3-302; 90-3-412; 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 1985; and 

section 1, Chapter 454, Laws of 1987. 

(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. (In subsection (3): pursuant to sec. 15, Ch. 

607, L. 1987, the inclusion of 15-65-121 terminates June 30, 

1989; pursuant to sec. 10, Ch. 664, L. 1987, t'he inclusion 

of 39-71-2504 terminates June 30, 1991; and pursuant to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 454, L. 

1987, terminates July 1, 1988.)" 

SECTION 2. SECTION 23-5-1006, MCA, !_~_AM_E:Iil)_E_g__!~ READ: 
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"23-5-1006. State lottery commission -- allocation -

composition-- compensation-- quorum. (1) There is a state 

lottery commission. 

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

reside in Montana, appointed by the governor. 

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

experience as a law enforcement officer. At least one 

commissioner must be an attorney admitted to the practice of 

law in Montana. At least one commissioner must be a 

certified public accountant licensed in Montana. 

(4) After initial appointments, each commissioner 

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

shall be staggered. 

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

good cause. An office that for any reason becomes vacant 

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

commissioner filling the vacancy shall serve for the rest of 

the unexpired terma 

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

chairman. 

(7) Three or more commissioners constitute a quorum to 

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

quorum. 

(8) Commissioners are entitled to compensation, to be 

paid out of the state lottery fund, at the rate of $50 for 
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each day in which they are engaged in the performance of 

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

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

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

(9) The commission is allocated to the department of 

commerce for administrative purposes only as prescribed in 

2-15-121, except that the director of the department of 

commerce may adopt rules relating to lottery staff sales 

incentives or bonuses and sales agents' conunissions." 

Section 3. Section 23-5-1007, MCA, is amended to read: 

•23-5-1001. Powers and duties of commission. The 

commission shall: 

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

become involved in any other gambling or gaming; 

(2) determine policies for the operation of the state 

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

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) subject to 23-5-1027(1), determine the percentage 

of the money paid for tickets or chances to be paid out as 

E.!"~es; 

t3ti!l determine the price of each ticket or chance 

and the number and size of priz~s; 
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t4t~ provide for the conduct of drawings of winners 

of lottery games; 

t5t~ 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; 

t6t12l study and may enter into agreements with other 

lottery states to offer ~eg±o"a% lottery games; 

t~tl§i 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 this part, and deliver a copy of each report to 

the governor, the department of administration, the 

legislative auditor, the president of the senate, the 

speaker of the house of representatives, and each member of 

the appropriate committee of each house of the legislature 

as determined by the president of the senate and the speaker 

of the house; and 

tSti!l adopt rules necessary to carry out this part." 

Section 4. Section 23-5-1008, MCA, is amended to read: 

•23-5-1008. Legislative liaison committee 

bipartisan-- compensation from lottery fund. {l) There is a 

legislative liaison committee. 
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( 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. 

(3) A member of the liaison committee is entitled to 

compensation and expenses as provided in 5-2-302, paid from 

""Y money appropriated to ~~ the atroc~tion--ttnde~ 

~3-5-lO~~tit lottery, while performing his duties as a 

member of the liaison committee, 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." 

SECTION 5-. SECTION 23-5-1012, MCA, IS AMENDED TO READ: 

R2J-5-1012. Powers and duties of director. (1) The 

director shall: 

(a) administer the operation of the state lottery in 

accordance with this part and the rules and other directives 

of the commission; 
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(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 this part and 

commission rules; 

{d) implement plans for lottery staff sales incentives 

or bo~uses and for sales agents' commissions pu~suant to 

rules adopted by the department of commerce; and 

tdt~ 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 

installation of games, for consultant services, and for 

promotion of the lottery. All contracts must be made in 

accordance with state law. No contract is legal or 

enforceable that provides far the management of the state 

lottery or for the entire operation of its games by any 

private person or firm. When a contract is a~arded, 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, 
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must be delivered to the conunission." 

Section 6. Section 23-5-1016, MCA, is amended to read: 

•23-5-1016. Ticket or chance sales agents 1icenses. 

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

chance sales agents licensed by the director in accordance 

with this section. 

(2) The commission shall by rule determine the places 

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

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

consider: 

(i) the financial responsibility and security of the 

applicant and his business or activity; 

(ii) the accessibility of his place of business or 

activity to the public; and 

(iii) the sufficiency of existing licenses to serve the 

public convenience and the volume of the expected sales. 

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

tickets or chances. 

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

chances may not be issued to any person to engage in 

business exclusively as a lottery ticket or chance sales 

agent. 

(4) The director may issue temporary licenses upon 

conditions he considers necessary. 

(5) License applicants shall pay a $50 fee to cover 
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the cost of investigating and processing the application. 

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

agent in an amount provided in the commission's rules and 

may purchase a blanket bond covering the activities of 

licensed agents. 

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

copy thereof conspicuously in accordance with the 

commission's rules. 

(8} A license is not assignable or transferable. 

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

be required to sell lottery game tickets or chances if the 

sale is against his religious or moral beliefs. 

(10) Sales agents are entitled to a commission of· no 

more than a 5\ commis~ion-on of the face value of tickets 

and chances so%d that they purchase from the lottery and do 

not return. HOWEVER, TO FURTHER THE SALE OF LOTTERY -- -~ -~---- ---~----"-----""--

PRODUCTS, THE DIRECTOR OF THE DEPARTMENT OF COMMERCE MAY 

ADOPT RULES PROVIDING ADDITIONAL COMMISSIONS TO SALES AGENTS 

BASED ON INCREMENTAL SALES. The commissions are statutorily 

appropriated, as provided in 17-7-502, to the latter~. 

( 11) Each sales agent shall keep a complete and 

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

sales and provide it for inspection upon request of the 

commission, the director, the department of commerce, the 

office of the legislative auditor, or the office of the 
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attorney generala 

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

check, bankdraft, electronic fund transfer, or other 

recorded, noncash, financial transfer method as determined 

by the director. 

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

to maintain the license qualifications provided in 

subsection (3) or for violation of any provision of this 

part or a commission rule. Prior to suspension or 

revocation, the licensee must be given notice and an 

opportunity for a hearing." 

Section 7. Section 23-5-1017, MCA, is amended to read: 

"23-5-1017. 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. 

or 

{3) Tickets and chances mnst-be-pa±d-£or-in-ea~h ~ 

not be purchase9 on credi~. 

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

purchased by commissioners, the director, his staff, gaming 

suppliers doing business ~ith the state lottery, suppliers' 

officers and employees, employees of any firm auditing or 
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investigating the state lottery, governmental employees 

auditing or investigating the state lottery, or members of 

their fam~±i@s-±~~iftq-wi~ft-~ftem households. 

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

any ticket or chance." 

Section 8. Section 23-5-1019, MCA, is amended to read: 

w23-5-l019. Felony and gambling-related convictions -

ineligibility for lottery positions. No person who has been 

convicted of a felony or a gambling-related offense under 

federal law or the law of any state may be a commissioner, 

director, assistant director, employee of the state lottery, 

or licensed ticket or chance sales agent. Prior to 

appointment ~o---any--~tlch--po~ition ~_commissioner, 

director, assistant director, or employee, a person shall 

submit to the commission a full set of fingerprints made at 

a law enforcement agency by an agent or officer of such 

agency on forms supplied by the agency. The assi~tant 

director for security may require a ticket or chance __ sales 

agent to submit fingerprints prior to licensing.'' 

Section 9. Section 23-5-1020, MCA, is amended to read: 

w2J-5-1020. Conflict of interest. No commissioner, 

director, assistant director, state lottery employee, 

licensed ticket or chance sales agent, or member of his 

family-living--with--him household may have a financial 

interest in any gaming Hllpplier or any contract between the 
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state lottery and a gaming supplier or accept any gift or 

thing of value from a gaming supplier. •• 

Section 10. Section 23-5-1027, MCA, is amended to 

read: 

"23-5-1027. (Effective July 1, 1988) Disposition of 

revenue. (1) tat-As-neer-as-pessib~~-~e A minimum of 45\ of 

the money paid for tickets or chances must be paid out as 

prize money,-exeep~-ae-prev~ded-in-~tlbseet±on-tbt. The prize 

money is statutorily appropriated, as provided in 17-7-502, 

to the lottery. 

tbt--ln-the-ease-o£-a-reg±onal-±o~tery-9ame,-a--maximuM 

o£--58%-ot-the-money-pa±ft-for-tiekets-or-ehanees-may-be-pa+d 

out-as-prize-Money. 

(2) Hp-to-i5%-o£-the--9ross--revenue--f~om--the--state 

iottery--may--be--used--by-the-d~reeter-to-pay-the-operat~ng 

~xp~n~es-o£-the-state-~otteryo Commissions paid to lottery 

ticket or chance sales agents are not a state lottery 

operating expense. 

t3t--P~oee-to-pay-the-operatiog-expenses-o£-the-iottery 

are-stattttor~ly-appropria~ed-a~-provided-ift-i~-~-59%• 

t4t11l 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 23-5-1026 to the superintendent of 

public instruction for distribution as equalization aid to 
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the retirement fund obligations of elementary and high 

school districts in the manner provided in 20-9-532. The net 

revenue is statutorily appropriated, as provided in 

17-7-502, to the superintendent of public instruction. 

(4) The spending authority of the lottery may be 

increased in accordance with this section upon review and 

approval of a revised operation plan by the budget office." 

Section 11. Section 23-5-1028, MCA, is amended to 

read: 

•23-5-1028. Annual audit. The legislative auditor 

shall conduct or have conducted an annual audit of the state 

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

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

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

president of the senate, the speaker of the house of 

representatives, and each member of the appropriate 

committee of each house of the legislature as determined by 

the president of the senate and the speaker of the house. 11 

NEW SECTION. Section 12. E><tension of authority. Any 

existing authority 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. 207 

INTRODUCED BY GOULD 

BY REQUEST OF THE STATE LOTTERY COMMISSION 

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

MONTANA STATE LOTTERY ACT OF 1985 TO PROVIDE THAT THE 

LOTTERY COMMISSION MAY DETERMINE THE PERCENTAGE OF PRIZE 

PAYOUT SUBJECT TO A MINIMUM OF 45 PERCENT OF THE MONEY PAID 

FOR TICKETS OR CHANCES; TO CLARIFY THAT SALES AGENTS' 

COMMISSIONS ARE BASED ON THE FACE VALUE OF THE TICKETS; 

PROVIDING THAT THE DIRECTOR OF THE DEPARTMENT OF COMMERCE 

MAY ADOPT RULES RELATING TO LOTTERY STAFF SALES INCENTIVES 

OR BONUSES AND SALES AGENTS' COMMISSIONS; TO CLARIFY THAT 

TICKETS OR CHANCES MAY NOT BE PURCHASED ON CREDIT; TO 

PROHIBIT MEMBERS OF HOUSEHOLDS OF LOTTERY STAFF, 

CONTRACTORS, AND AUDITORS FROM PARTICIPATING IN OR HAVING A 

FINANCIAL INTEREST IN THE LOTTERY; TO MAKE THE 

FINGERPRINTING OF SALES AGENTS PERMISSIVE INSTEAD OF 

MANDATORY; TO CLARIFY THAT MONTANA MAY PARTICIPATE IN 

MULTISTATE GAMES; TO PROVIDE FOR THE STATUTORY APPROPRIATION 

OF LOTTERY SALES AGENT COMMISSIONS, PRIZES, AND NET REVENUE; 

TO ELIMINATE THE STATUTORY APPROPRIATION OF LOTTERY 

OPERATING EXPENSES; TO CLARIFY THAT THE LEGISLATIVE AUDITOR 

MAY HAVE THE ANNUAL AUDIT CONDUCTED BY A PARTY OUTSIDE HIS 

OFFICE; AMENDING SECTIONS 17-7-502, %3-5-18877 23-5-1006 
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THROUGH 23-5-1008, 23-S-1012, 23-5-1016, 23-5-1017, 

23-5-1019, 23-5-1020, 23-S-1027, AND 23-5-1028, MCA; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

STATEMENT OF INTENT 

This bill requires a statement of intent because 

[sections 2 and 6] grant ru1emaking authority to the 

director of the department of commerce. The overall intent 

and purpose of this bill is to enable the lottery to be run 

as a business. 

The legislature finds that the lottery is a complex 

business driven by market forces and must be given 

flexibility in order to maximize profits. 

The legislature also finds that the people of Montana 

overwhelmingly approved the creation of a lottery and that 

the intent of the people was also to maximize profits to the 

state. 

The legislature finds that an operational budget based 

on a percentage of revenue has hampered the lottery 

commission in its attempt to operate as a business. The 

lottery must be able to plan for market expansion, 

improvement of the product line, cost reduction, and 

organizational development as would a private business. 

These plans cannot be made or carried out unless the 

operational budget is a fixed amount. It is the intent of 
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the leg-islature that the lottery•s operating budqet be set 

by the legislature as are the budgets of all other state 

agencies. 

In [section 2], the legislature grants rulemaking 

authority to the director of the department of commerce. The 

legislature intends that the director adopt rules providing 

for staff incentives or bonuses for increased sales only if 

these rules can be shown to significantly increase sales. It 

is the further intent that the rules for sales incentives 

and bonuses be based on incentive and bonus plans that have 

proven successful in private business or other lotteries. 

The legislature intends to give the commission 

flexibility to change the prize payout in instant ticket 

games in order to increase profits. If increased prize 

payout does not result in increased net revenue, the 

decision of the commission then should be to roll back the 

prize payout percentage to comply with the legislative 

intent of maximizing profits. 

In [section 6], the legislature allows the director of 

the department of commerce to adopt rules providing for 

increased commissions to retailers if retailers increase 

their sales of lottery products. The legislature intends 

that the bonus commission plans be based on successful plans 

in other lotteries, such as Colorado's, whereby total sales 

are projected for each retailer based on average sales over 

-3- HB 207 
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a period of time, such as 1 year. Whenever future sales for 

an established period of time exceed forecasted sales, a 

bonus may be paid. For example, if a retailer maintains 

averages sales, the commission is the regular 5%; if a 

retailer sells a certain percentage above average, 6%; an 

even higher percentage of increase in sales may provide 7%, 

etc. The purpose of bonus commissions is to increase net 

revenue to the state. 

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

Section 1. Section 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations -- de-finition 

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 

legislative appropriation or budget amendment. 

a biennial 

(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 
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statutory appropriations: 2-9-202; 2-17-105; 2-18-812; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304; 

15-25-123; 15-31-702; 15-36-112; 15-65-121; 15-70-101; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 

17-5-804; 19-8-504; 19-9-702; 19-9-1007; 19-10-205; 

19-10-305; 19-10-506; 19-11-512; 19-11-513; 19-11-606; 

19-12-301; 19-13-604; 20-4-109; 

23-5-610; 23-5-1016; 23-5-1027; 

37-51-501; 39-71-2504; 53-6-150; 

20-6-406; 20-8-111; 

33-31-212; 33-31-401; 

53-24-206; 67-3-205; 

75-l-1101; 75-7-305; 76-12-123; 80-2-103; 80-2-228; 

82-11-136; 90-3-301; 90-3-302; 90-3-412; 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 1985; and 

section 1, Chapter 454, Laws of 1987. 

(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 

authorized by the 

that have entered 

laws of Montana to 

into 

pay 

agreements 

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. (In subsection (3)t pursuant to sec. 15, Ch. 

607, L. 1987, the inclusion of 15-65-121 terminates June 30, 
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1989; pursuant to sec. 10, Ch. 664, L. 1987, the inclusion 

of 39-71-2504 tetminates June 30, 1991; and pursuant to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 454, L. 

1987, terminates July 1, 1988.)'' 

SECTION 2. SECTION 23-5-1006' MCA, IS AMENDED TO READ: 

"23-5-1006. State lottery commission -- allocation -

composition-- compensation-- quorum. (l) There is a state 

lottery commission. 

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

reside in Montana, appointed by the govetnot. 

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

experience as a law enforcement officer. At least one 

commissioner must be an attorney admitted to the practice of 

law in Montana. At least one commissioner must be a 

certified public accountant licensed in Montana. 

(4) After initial appointments, each commissioner 

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

shall be staggered. 

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

good cause. An office that for any reason becomes vacant 

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

commissioner filling the vacancy shall serve for the rest of 

the unexpired term. 

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

chairman. 
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(7) Three or more commissioners constitute a quorum to 

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

quorum. 

(8) Commissioners are entitled to compensation, to be 

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

each day in which they are engaged in the performance of 

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

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

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

(9) The commission is allocated to the department of 

commerce for administrative purposes only as prescribed in 

2-15-121, except that the director of the department of 

commerce may adopt rules relating to lottery staff sales 

incentives or bonuses and sales agents' commissions." 

Section 3. Section 23-5-1007, MCA, is amended to read: 

"23-5-1007. Powers and duties of commission. The 

commission shall: 

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

become involved in any other gambling or gaming; 

(2) determine policies for the operation of the state 

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

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; 
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(3) subject to 23-5-1027(1), determine the percentage 

of the money paid for tickets or chances to be paid out as 

prizes; 

t3ti!l determine the price of each ticket or chance 

and the number and size of prizes; 

t4t12l provide for the conduct of drawings of winners 

of lottery games; 

tSt~ 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; 

t6tlll study and may enter into agreements with other 

lottery states to offer regions% lottery games; 

t1t~ 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 this part, and deliver a copy of each report to 

the governor, the department of administration, the 

legislative auditor, the president of the senate, the 

speaker of the house of representatives. and each member of 

the appropriate conunittee of each house of the legislature 

as determined by the president of the senate and the speaker 

of the house; and 

-8- HB 207 



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 0207/03 

tBtill adopt rules necessary to carry out this part." 

Section 4. Section 23-5-1008, MCA, is amended to read: 

"23-5-1008. 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. 

(3) A member of the liaison committee is entitled to 

compensation and expenses as provided in 5-2-302, paid from 

any money appropriated to i~ the aiioea~ieft--~~der 

~3-5-l6~~t~t lottery, while performing his duties as a 

member of the liaison committee, 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.'' 

SECTION 5. SECTION 23-5-1012, MCA, IS AMENDED TO READ: 
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"23-5-1012. Powers and duties of director. (l) The 

director shall: 

(a) administer the operation of the state lottery in 

accordance with this part 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 this part and 

commission rules; 

(d) implement plans for lottery staff sales incentives 

or bonuses and for _.sales agents' commissions pursuant to 

rules adopted by the DIRECTOR OF THE department of commerce; 

and 

trlt~ maintain, with the assistant director 

security, the security of the state lottery. 

for 

(2) With the concurrence of the commission or pursuant 

to commission rules, the director may enter into contracts 

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

operation of the state lottery, for the design and 

installation of games, for consultant services, and for 

promotion of the lottery. All contracts must be made in 

accordance with state law. No contract is legal or 

enforceable that provides for the management of the state 
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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." 

Section 6. Section 23-5-1016, MCA, is amended to read: 

"23-5-1016. Ticket or chance sales agents licenses. 

11) Lottery tickets or chances may be sold only by ticket or 

chance sales agents licensed by the director in accordance 

with this section. 

(2) The commission shall by rule determine the places 

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

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

consider: 

(i) the financial responsibility and security of the 

applicant and his business or activity; 

(ii) the accessibility of his place of business or 

activity to the public; and 

(iii) the sufficiency of existing licenses to serve the 

public convenience and th• volume of the expected sales. 

(b} No person under 18 ~ars of age may sell lottery 

tickets or ChaAces~ 

{c) A license as an aqeRt to sell lottery tickets or 
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chances may not be issued to any person to engage in 

business exclusively as a lottery ticket or chance sales 

agent. 

(4) The director may issue temporary licenses upon 

conditions he considers necessary. 

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

the cost of investigating and processing the application. 

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

agent in an amount provided in the commission's rules and 

may purchase a blanket bond covering the activities of 

licensed agents. 

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

copy thereof conspicuously in accordance with the 

commission's rules. 

(8) A license is not assignable or transferable. 

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

be required to sell lottery game tickets or chances if the 

sale is against his religious or moral beliefs. 

(10) Sales agents are entitled to ~i~sion of n~ 

more than e S\ eenaission-on of the face value of tickets 

and chances ""±<! that they purchase fr0111 the lotte<y and do 

not return. HOWEVER, TO FURTHER THE SALE OF LO'I'TEIIY 

PRODUC'I'S, THE DIRECTOR Of' THE DEPARTMEH'I' OF COMMERCE MAY 

AOOP'r RULES PROVIDING ADDITIONAL COMIUSSIOiiS TO S.U.ES AGEN'l'S 

BASED 01i INCREMENTAL SALES. The com111issions are i!tatutorHy 
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appropriated, as provided in 17-7-502, to the lottery. 

(11) Each sales agent 

up-to-date set of records and 

shall keep a complete 

accounts fully showing 

and 

his 

sales and provide it for inspection upon request of the 

commission, the director, the department of commerce, the 

office of the legislative auditor, or the office of the 

attorney general. 

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

check, bankdraft, electronic fund transfer, or other 

recorded, noncash, financial transfer method as determined 

by the director. 

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

to maintain the license qualifications provided in 

subsection (3) or for violation of any provision of this 

part or a commission rule. Prior to suspension or 

revocation, the licensee must be given notice and an 

opportunity for a hearing.'' 

Section 7. Section 23-5-1017, MCA, is amended to read: 

"23-5-1017. 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. 

or 
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(3) Tickets and chances m~st-be-paid-£or-ift-eas~ ~ 

not be purchased on credit. 

(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 auditing or 

investigating the state lottery, governmental employees 

auditing or investigating the state lottery, or members of 

their E8m±Z±es-li~inq-w±th-them households. 

(5) The names of elected officials may not 

any ticket or chance." 

appear on 

Section 8. Section 23-5-1019, MCA, is amended to read: 

•23-5-1019. Felony and gambling-related convictions -

ineligibility far lottery positions~ No person who has been 

convicted of a felony or a gambling-related offense under 

federal law or the law of any state may be a commissioner, 

director, assistant director, employee of the state lottery, 

or licensed ticket or chance sales agent. Prior to 

appointment to---afty--s~eh--pos±tioft as a commissioner, 

director, assistant director, or employee, a person shall 

submit to the commission a full set of fingerprints made at 

a law enforcement agency by an agent or officer of such 

agency on forms supplied by the agency. The assistant 

director for security may require a ticket or chance sales 

agent to submit fingerprints prior to licensin~" 
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Section 9. Section 23-5-1020, MCA, is amended to read: 

"23-5-1020. Conflict of interest. No commissioner, 

director, assistant director, state lottery employee, 

licensed ticket or chance sales agent, or member of his 

£ami±y-li~in9--wi~ft--ftim household may have a financial 

interest in any gaming supplier or any contract between the 

state lottery and a gaming supplier or accept any gift or 

thing of value from a gaming supplier." 

Section 10. Section 23-5-1027, MCA, is amended to 

read: 

"23-5-1027. (Effective July 1, 1988) Disposition of 

revenue. {1) tat-As-ftea~-a~-poss~bl~-~o A minimum of 45\ of 

the money paid for tickets or chances must be paid out as 

prize money7-exeep~-as-provid~d-in-s~bseeeioft-tbt. The prize 

money is statutorily appropriated, as provided in 17-7-502, 

to the lottery. 

tbt--~n-~he-ease-er-a-re9ionaT-lo~~ery-~ame7-a--maxim~ 

ef--56%-o£-~h~-money-~aid-for-~±eke~e-or-ehanees-may-be-paid 

out-a~-prize-mcftey• 

(2) Hp-to-l5\-or-the--9roee--reveft~e--from--the--stete 

tottery--mey--be--~sed--by-the-dtreetor-to-pay-the-operatift9 

expenses-o£-the-s~ate-~etteryo Commissions paid to lottery 

ticket or chance sales agents are not a state lottery 

operating expense. 

t3t--P~ftde-to-pey-the-operatift9-expefteee-or-the-tottery 
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are-stat~~··~ty-approp,iateq-00-pro,ided-~a-i~-r-5~f' 

t4ti1L ~hat-P4rt THI~TY-FIV~ P~aCE~T of a~f Rrq~~ 

r.even1,1e Plet:-tased-for-the-p_aymefte-o£-~rite~,-com.misstone,--an~ 

operatin9-expen~eos is net reve_n~e a_nQ .m~st be ~~id ql,l~r.t~.~ l.y 

from the enterprise fund established by 23-5-1026 to the 

superintendent of public ~nstruct,i_on for distribution il:? 

equaliza.tion aid to the retirement fund ot;>ligations ot 

elementary and high school districts in the wan~r _prt.Jv.id.,~.~ 

in 20-9-532. The net revenue is statutorily app_ropriated, as 

provided in 17-7-502, to the superintendent of public 

instruction. 

(4) The spending authority of the lottery may be 

increased in accordance with _this section !Jpon _r~yiew and 

approval of a revised operation plan by the budget office. 11 

Section 11. Section 23-5-1028, MCA, is ame.n.ded to 

read: 

"23-5-1028. Ann1,1al audit. The legis1ativ,e auditor 

shall conduct or have conducted an annual au.dit of the st_C\te 

lottery. The costs of the audit must be p_a~P, out ~.f tl)_~ 

state lottery fund. A copy of the audit ~.eport mu.st l:>.e 

delivered to the commissio.n, the di~:ector, the g.o.vernor, t,h,.e 

president of tile .senate, tne speaker of tne hous.e pf 

representati-ve.s, an<i e~ch m~~.ber ()f tt)e ,aJ!!propr i<!te 

COIIIII!itloee of each h,ou~e of the legislature as .dete~mined by 

the president Qf tpe .~era-ate .and the"spe;a\ler of ttte h9use .. 11 
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1 NEW SECTION. Section 12. Extension of authority. Any 

2 existing authority to make rules on the subject of the 

3 provisions of [this act] is extended to the provisions of 

4 (this act I . 

5 NEW SECTION. Section 13. Effective date. [This act J 

6 is effective on passage and approval. 

-End-
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SENATE STANDING COMMITTEE REPORT 

HR. PRESIDENT, 
We, your co•m1 t.t.ee 

consideration HB 201 
report that HB 207 be 

page 1 of 2 
March 9, 1989 

on State Adminlstration, having had under 
(third reading copy -- blue l, respectfully 
amended and as so amended be concurred in: 

Sponsort Gould (Stimat.z) 

1. Title, line ll. 
Follow>ng, "THAT THE" 
Strike, "DIRECTOR OF THE DEPARTMENT OF COMMERCE" 
Insert• "LOTTERY COHHISSION" 

2. Title, lines 25 and page 2, line 1. 
Stroke• "23-5-1006 THROUGH" 
Insert: "23-5-1007, .. 
Strike• "23-5-1012," 

3. Page 2, line 7. 
Strike, "6" 
Insert: "4" 

4. Page 2, line B. 
Strike1 ~director of the department of commerce" 
Insert: "lottery commlSSlon" 

5. Page 3, line 4. 
Following: "grants" 
Insert: ~additional" 

6. Page 3~ lines S and 6. 
Following: "to the" 
Strlke, re•ainder of line 5 through "director~ on line 6 
Insert1 "lottery coaaission to• 

7. Page 3, lines 19 and 20. 
Strike: .. 6 • 
Insert, "4'" 
Following, "allows the'" 
Strike: re•ainder of line 19 through ~commerce• on line 20 
Insert: •lottery commission• 

8. Page 6, line 5. 
Strike; section 2 in 1ts entirety 
Renumberr subsequent sections 

continued scrhb207.309 

SENATE COHHITTEE ON STATE ADMINISTRATION, HB 207 
page 2 ot 2 

9. Page 7. 
Follow1ng: line 25 
Insert: n(3~ maxim1ze the net revenue pa~d ~c the super1ntendent 

of public Lnstruct1on under 23-5-1027 and ensure that all 
pol1cies and rules adopted further revenue max1m1za~1on;'' 

Renumber: subsequent subsectlons 

10. Page 9, l1ne 1. 
Follow1ng: "rules" 
Insert: ~relat.1ng ~o lottery staff sales 1ncent1ves or nonuses and 

sales agents' comm1ssions and any other rules'' 

11. Page 9, line 25. 
Str1ke: "sect1on 5 1n 1ts entlrety" 
Renumber: subsequent sect1ons 

12. Page 12, l1ne 23. 
Str1keo "DIRECTOR OF THE DEPARTMENT OF COHHERCE" 
Insert: "lottery comm1ss1on" 

13. Page 16, lines 2 and 3. 
Follo~n.ng: "That part:" 
Strike: rema1nder of 11ne 2 through ''revenue" on l1ne 3 

14. Page 16, line 4. 
Following, "expeftses" 
Insert: "That part of all gross revenue not used tor the payment 

of pr1zes, comm1ssions, and operating expenses" 

AND AS AK~NDED BE COMCURRED IH 

Signedo -=?-~ 
William E. Farrell, Cha1rman 

SENATE 
scrnb207.309 
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HOUSE BILL NO. 207 

INTRODUCED BY GOULO 

BY REQUEST OF THE STATE LOTTERY COMMISSION 

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

MONTANA STATE LOTTERY ACT OF 1985 TO PROVIDE THAT THE 

LOTTERY COMMISSION MAY DETERMINE THE PERCENTAGE OF PRIZE 

PAYOUT SUBJECT TO A MINIMUM OF 45 PERCENT OF THE MONEY PAID 

FOR TICKETS OR CHANCES: TO CLARIFY THAT SALES AGENTS' 

COMMISSIONS ARE BASED ON THE FACE VALUE OF THE TICKETS: 

PROVIDING THAT THE BfREe~R-SP-~HB-BBPAR~MEN~-SP-eSMMEReE 

LOTTERY COMMISSION MAY ADOPT RULES RELATING TO LOTTERY STAFF 

SALES INCENTIVES OR BONUSES AND SALES AGENTS' COMMISSIONS: 

TO CLARIFY THAT TICKETS OR CHANCES MAY NOT BE PURCHASED ON 

CREDIT: TO PROHIBIT MEMBERS OF HOUSEHOLDS OF LOTTERY STAFF, 

CONTRACTORS, AND AUDITORS FROM PARTICIPATING IN OR HAVING A 

FINANCIAL INTEREST IN THE LOTTERY; TO MAKE THE 

FINGERPRINTING OF SALES AGENTS PERMISSIVE INSTEAD OF 

MANDATORY: TO CLARIFY THAT MONTANA MAY PARTICIPATE IN 

MULTISTATE GAMES: TO PROVIDE FOR THE STATUTORY APPROPRIATION 

OF LOTTERY SALES AGENT COMMISSIONS, PRIZES, AND NET REVENUE: 

TO ELIMINATE THE STATUTORY APPROPRIATION OF LOTTERY 

OPERATING EXPENSES: TO CLARIFY THAT THE LEGISLATIVE AUDITOR 

MAY HAVE THE ANNUAL AUDIT CONDUCTED BY A PARTY OUTSIDE HIS 

OFFICE; AMENDING SECTIONS 17-7-502, i3-5-%88~T i3-5-%896 
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~HR61l6H 23-5-1007, 23-5-1008, i!3-S-%8ii!T 23-5-1016, 

23-5-1017, 23-5-1019, 23-5-1020, 23-5-1027, AND 23-5-1028, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

STATEMENT OF INTENT 

This bill requires a statement of intent because 

[sections 2 and 6 !1 grant rulemaking authority to the 

direetor--or--the-depar~meft~-o!-eommeree LOTTERY COMMISSION. 

The overall intent and purpose of this bill is to enable the 

lottery to be run as a business. 

The legislature finds that the lottery is a complex 

business driven by market forces and must be given 

flexibility in order to maximize profits. 

The legislature also finds that the people of Montana 

overwhelmingly approved the creation of a lottery and that 

the intent of the people was also to maximize profits to the 

state. 

The legislature finds that an operational budget based 

on a percentage of revenue has hampered the lottery 

commission in its attempt to operate as a business. The 

lottery must be able to plan for market expansion, 

improvement of the product line, cost reduction, and 

organizational development as would a private business. 

These plans cannot be made or carried out unless the 

operational budget is a fixed amount. It is the intent of 
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the legislature that the lottery's operating budget be set 

by the legislature as are the budgets of all other state 

agencies. 

In [section 2], the legislature grants ADDITIONAL 

rulemaking authority to the direeeer-e£-eh~-~e~ertment-ef 

eommereee-~he-regiel8t~re-intends-that-the-4ireetor LOTTERY 

COMMISSION TO adopt rules providing for staff incentives or 

bonuses for increased sales only if these rules can be shown 

to significantly increase sales. It is the further intent 

that the rules fOr sales incentives and bonuses be based on 

incentive and bonus plans that have proven successful in 

private business or other lotteries. 

The legislature intends to give the commission 

flexibility to change the prize payout in instant ticket 

games in order to increase profits. If increased prize 

payout does not result in increased net revenue, the 

decision of the commission then should be to roll back the 

prize payout percentage to comply with the legislative 

intent of maximizing profits. 

In [section 6 !l• the legislature allows the ~iree~er 

ef-~he-~epar~mene-ef-eemmeree LOTTERY COMMISSION to adopt 

rules providing for increased commissions to retailers if 

retailers increase their sales of lottery products~ The 

legislature int~nds that the bonus commission plans be based 

on successful plans in other lotteriesr such as Colorado'sr 
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whereby total sales are projected for each retailer based on 

average sales over a period of time, such as 1 year. 

Whenever future sales for an established period of time 

exceed forecasted sales, a bonus may be paid. For example, 

if a retailer maintains averages sales, the commission is 

the regular 5%; if a retailer sells a certain percentage 

above average, 6%; an even higher percentage of increase in 

sales may provide 7\, etc. The purpose of bonus commissions 

is to increase net revenue to the state. 

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

Section 1. Section 17-7-502, MCA, is amended to read: 

•17-7-502~ StatUtory appropriations -- definition 

requisites for validity. 11) 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. 
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(3) The following laws are the only laws 

statutory appropriations: 2-9-202; 2-17-105; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 

15-25-123; 15-31-702; 15-36-112; 15-65-121; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404: 

17-5-804; 19-8-504; 19-9-702; 19-9-1007; 

19-10-305; 19-10-506; 19-11-512; 19-11-513; 

19-12-301; 19-13-604; 20-4-109: 20-6-406: 

23-5-610: 23-5-1016; 23-5-1027; 33-31-212: 

HB 0207/04 

containing 

2-18-812; 

13-37-304; 

15-70-101; 

17-5-424; 

19-10-205: 

19-11-606; 

20-8-111; 

33-31-401: 

37-51-501; 39-71-2504; 53-6-150; 53-24-206; 67-3-205; 

75-1-1101; 75-7-305; 76-12-123; 80-2-103; 80-2-228; 

82-11-136: 90-3-301; 90-3-302: 90-3-412: 90-4-215; 90-9-306; 

90-15-103; section 13, House Bill No. 861, Laws of 1985; and 

section 1, Chapter 454, Laws of 1987. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and casts 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. (In subsection (3): pursuant to sec. 15, Ch. 
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607, L. 1987, the inclusion of 15-65-121 terminates June 30, 

1989; pursuant to sec. 10, Ch. 664, L. 1987, the inclusion 

of 39-71-2504 terminates June 30, 1991; and pursuant to sec. 

6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 454, L. 

1987, terminates July 1, 1988.)" 

~TK)~~--5E€Ti9N-~3-5-i8867-MEA7-fS-AMENBEB-T9-REAB: 

UE3-5-~966o--se~ee-iottery-eommis~io~----aiioeat~on---

eompe~~t~o~-----eompeneatioft----quorumo-t±t-The~e-i~-a-~tate 

%ottery-eommissiono 

t%t--~he-eommis~±oft-eo~sises-o£-f±ve-membe~~,-who-sha%% 

res±de-ift-Mofttana,-appo±need-by-the-governoro 

t3t--At-ieast-ofte-eommiss±oner-m~st--kave--5--yea~s--of 

experienee--as--a--iaw--enforeement--o££±eero--At--ie8st-one 

eommiss±oner-m~st-be-~ft-attorney-admitted-to-the-praetiee-ot 

iaw--±n--Montanao--At--least--one--eemmissione~--m~st--be--a 

eert±E±ed-ptlb!ie-aeeo~~tant-lie@ft~@d-in-Montanao 

t4t--After--~±n±t±ai--appointments,--@ae~--eommiss±oner 

shai%-be-appo±nted-to-a-4-year-te~m-or-offiee,-and-the-te~ms 

shsii-be-sts99ered• 

t5t--A-eommi~~ion~r-may-be-~emo~ed-by-the-go~ernor--for 

~ood--eatt~e~---An--o££±ee-that-£or-any-reaso~-beeomes-vaeant 

m~~t-be-fi~~ed-within-39--days--by--the--governorr--and--the 

eomm±ssioner-filling-the-vaeaney-shall-~erve-for-the-rest-of 

the-~nexpired-term. 

t6t--The--eommission--shail-eieet-one-of-its-members-as 
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ehairmane 

tTt--~hr~~-or-more-eommi~siener~-eonst~tute-a-quer~m-te 

do-business,-and-eet±on-may-~e-ta~en--by--a--majority--of--a 

qoorttme 

t8t--€ommiss±oners--are-entit%ed-to-eompensation,-to-ee 

paid-ottt-o£-the-state-lottery-fttnd,-at-the-rate-o£--$59--for 

eaeh--day--in--whieh--they-are-en~aged-in-the-per£ormanee-of 

their-dttties-and-are-entitied-to-tra¥ei;-meaist-and--lodging 

expenses,--to--be--paid--out--of--the-state-iottery-£ttnd,-as 

provided-£or-in-~itie-~,-chapter-i8,-part-5e 

t9t--~he-eommission-is-aiioeated-to-the--department--of 

commeree--£or--administrative-purpose~-oniy-as-preseribed-ift 

i-15-l~l~-~xeept-~het-the--rlir~etor--of--the--departmen~--o£ 

eomm~re~--may--aGopt--r~le~--relat~ng-to-%ottery-sta£f-sale8 

incentiv~s-or-bon~ses-and-seles-agent~~-eommissions~a 

Section 2. Section 23-S-1007, MCA, is amended to read: 

•23-5-1007. Powers and duties of commission. 

commission shall: 

The 

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

become involved in any other gambling or gaming; 

(2) determine policies for the operation of the state 

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

the director at least once every 3 months to make and 

consider recommendations, set policies, determine types and 

forms of lottery games to be operated by the state lottery, 
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and transact other necessary business; 

( 3) MAXIMIZE THE NET REVENUE PAID TO THE 

SUPERINTENDENT OF PUBLIC INSTRUCTION UNDER 23-5-1027 AND 

ENSURE THAT ALL POLICIES AND RULES ADOPTED FURTHER REVENUE 

MAXIMIZATION; 

t3t ( 4) subject to 23-5-1027(1), determine the 

percentage of the money paid for tickets or chances to be 

paid out as prizes; 

t3tf!tl2l determine the price of each ticket or chance 

and the number and size of prizes; 

t4t~ provide for the conduct of drawings of 

winners of lottery games; 

tSt~ 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; 

t6ti1ii!l study and may enter into agreements with 

other lottery states to offer regional lottery games; 

t~tf!ii21 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 this part, and deliver a copy of each report to 

the governor, the department of administration, the 
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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 

t8tt9t(l0) adopt rules RELATING TO LOTTERY STA~~ SALES 

INCENTIVES OR BONUSES AND SALES AGENTS' COMMISSIONS AND ANY 

OTHER RULES necessary to carry out this part~" 

Section 3. Section 23-5-1008, MCA, is amended to read: 

"23-5-1008. 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. 

(3) A member of the liaison committee is entitled to 

compensation and expenses as provided in 5-2-302, paid from 

any money appropriated to ±" the a%%oeat±o~--~nde~ 

i!3-.5-l9~i't~t lottery, while performing his duties as a 
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member of the liaison committee, as provided in subsectfon 

(4) of this section. 

(4) The liaison committee shall meet once each fis~al 

year with the commission at Helena and shall report to each 

legislature on the activities and operations of the state 

lottery." 

~~K)~~--SE€~f9N-i3-5-l9l~,-M€A,-IS-AMENBEB-~9-REA9: 

u%3-5-%9%~.--Power~--snd--dtltie~--o£--directo~o-tit-~he 

direetor-~haii~ 

tat--admini~ter-the-operation-o£-the-~~ate--~~tte~y--±n 

aeeordance-with-this-pa~t-and-~he-r~ies-and-other-d±reetiYes 

o£-the-eommi~~ion; 

tht--ap~o±nt--an--a~si~tant--director--for-~ee~rity-and 

em~~~y-and-direet-pe~sonnel-neeessary-to--the--operation--o£ 

tne-state-lottery7 

tet--lieen~e--ro~tery-t±e~et-or-eha~ee-~aie3-a9e~ts-and 

s~~pend--or--revo~e--l±ee~ses--pttrs~ant--to--this--part--and 

eomm±~s±on-rnles; 

tdt--implement-pians-for-iottery-staff-saies-±neent±ves 

or--bontl~es--and--for--sales-aqents~-eemm±ss±ons-p~_~sttant-to 

rules-adopted-by-the 6!RE€~9R-9P-~HB department-o£-~~mmeree; 

aftd 

tdt~--ma±nta±n,--w±th--the--ass±stant--d±reetor---for 

see~r±ty,-the-see~r±~y-of-the-~tate-lotteryo 

t~t--W±th-~he-eonenrrenee-of-~he-co~±ss±on-or-pursuant 
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~e--eommi~eion--r~ies,-the-di~~etor-may-enter-tnto-eentraets 

£or-me~~rieie,-eqtt~pment7-and-s~pp%ies-to--be--Heee--±n--the 

operation---o£---the--etate--%ottery,--£o~--the--deei9n--and 

installatien-o£-gamesr--for--eons~itant--servieesr--and--for 

promotion--o£--the--iotte~yo--Aii--eontraete-mHet-he-made-in 

aeeorda~ee--w±th--state--iawo--Ho--eontraet--±s---le9ai---or 

enforeeable--that--pro~±dee--£or-the-management-~£-the-state 

lottery-or-for-the-entire-operation--of--its--games--by--any 

pri~ate--person--or--£±rmo--When--a--eontraet--±e-awardedr-a 

performanee-bond-satis£aetory-to-the-eommissio~-and-exeeuted 

by-e-eH~ety-eom~any-aHtho~ized-te-do-bnsiness-i~-thi~--state 

o~--oth~~wis~--seettred--±n--a--ma~ner--satisfaetery--to--the 

eommi~eion,-in-an-amonnt-eqHai-te-the-priee-of-tke-eont~aet, 

m~st-be-deii•ered-to-the-eomm±ss±on.u 

Section 4. Section 23-5-1016, MCA, is amended to read: 

•23-5-1016. Ticket or chance sales agents licenses. 

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

chance sales agents licensed by the director in accordance 

with this section. 

(2) The commission shall by rule determine the places 

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

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

consider: 

(i) the financial responsibility and security of the 

applicant and his business or activity; 
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fii) the accessibility of his place of business or 

activity to the public; and 

(iii) the sufficiency of existing licenses to serve the 

public convenience and the volume of the expected sales. 

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

tickets or chances. 

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

chances may not be issued to any person to engage in 

business exclusively as a lottery ticket or chance sales 

agent. 

(4) The director may issue temporary licenses upon 

conditions he considers necessary. 

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

the cost of investigating and processing the application. 

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

agent in an amount provided in the commission 1 s rules and 

may purchase a blanket bond covering the activities of 

licensed agents. 

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

copy thereof conspicuously in accordance with the 

commission's rules. 

(8) A license is not assignable or transferable. 

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

be required to sell lottery game tickets or chances if the 

sale is against his religious or moral beliefs. 
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(10) Sales agents are entitled to a commission of no 

more than a 5\ eeMmiesien-eft of the face value of tickets 

and chances se~d that they purchase from the lottery and do 

not return. HOWEVER, TO FURTHER THE SALE OF LOTTERY 

PRODUCTS, THE B~RB€~R-8P-~HB-BBPAR~MBN~-8P-€8MMBR€B LOTTERY 

COMMISSION MAY ADOPT RULES PROVIDING ADDITIONAL COMMISSIONS 

TO SALES AGENTS BASED ON INCREMENTAL SALES. The commissions 

are statutorily appropriated, as provided in 17-7-502, to 

the lottery. 

(11) Each sales agent shall keep a complete and 

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

sales and provide it for inspection upon request of the 

commission, the director, the department of commerce, the 

office of the legislative auditor, or the office of the 

attorney general. 

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

check, bankdraft, electronic fund transfer, or other 

recorded, noncash, financial transfer method as determined 

by the director. 

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

to maintain the license qualifications provided in 

subsection (3) or for violation of any provision of this 

part or a commission rule. Prior to suspension or 

revocation, the licensee must be given notice and an 

opportunity for a hearing." 
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Section 5. Section 23-5-1017, MCA, is amended to read: 

"23-5-1017. 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 m~~t-be-paid-ro~-~"--ea~h ~ 

not be purchased on credit. 

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

purchased by commissioners, the director, his staff, gaming 

suppliers doing busipess with the state lottery, suppliers' 

officers and employees, employees of any firm auditing or 

investigating the state lottery, governmental employees 

auditing or investigating the state lottery, or members of 

their rsmiiies-ii~i"~-wi~h-~hem households. 

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

any ticket or chance." 

Section 6. Section 23-5-1019, MCA, is amended to read: 

"23-5-1019. Felony and gambling-related convictions -

ineligibility for lottery positions. No person who has been 

convicted of a felony or a gambling-related offense under 

federal law or the law of any state may be a commissioner, 

director, assistant director, employee of the state lottery, 
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or licensed ticket or chance sales agent. Prior to 

appointment te--any--~tteft--pesition as a commissioner, 

director, assistant director, or employee, a person shall 

submit to the commission a full set of fingerprints made at 

a law enforcement agency by an agent or officer of such 

agency on forms supplied by the agency. The assistant 

director for security may require a ticket or chance sales 

agent to submit fingerprints prior to licensing." 

Section 7. Section 23-5-1020, MCA, is amended to read: 

•23-5-1020. Conflict of interest. No commissioner, 

director, assistant director, state lottery employee, 

licensed ticket or chance sales agent, or member of his 

family--iiviftg--with--him household may have a financial 

interest in any gaming supplier or any contract between the 

state lottery and a gaming supplier or accept any gift or 

thing of value from a gaming supplier." 

Section 8. Section 23-5-1027, MCA, is amended to read: 

"23-5-1027. !Effective July 1, 1988) Disposition of 

revenue. 111 tat-As-near-as-possible-teA minimum of 45\ of 

the money paid for tickets or chances must be paid out as 

prize moneyT-exe~p~-as-pro¥id~d-in-s~bsee~ion-tbt. The prize 

money is statutorily appropriated, as provided in 17-7-502, 

to the lottery. 

tbt--fn-the-ease-ef-a-regienal-lettery-game7-a--maxim"m 

ef--59\-e~-the-meney-paid-fer-tiekets-er-ehanees-may-be-paid 
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ott~-as-p~i2e-mon~yo 

(2) ep-te-15%-ef-the--gress--revenne--frem--the--state 

lettery--may--be--nsed--by-the-direetor-to-pay-the-eperating 

expens~s-e£-~he-s~ate-le~tery• Commissions paid to lottery 

ticket or chance sales agents are not a state lottery 

operating expense. 

t3t--P~nds-to-pay-the-ep~rat±ftg-expenses-o~-tne-lottery 

ere-stat~ter%iy-appropr±ated-as-pre¥iCed-ift-lT-T-592o 

t4tlll ~hat-part ~HtR~¥-PtYE--PER€EN~ of--att--gross 

reven~e ftO~-tt~ed-fo~-ehe-payment-of-prizes,-eommi~s±on~,-and 

eperating--expenses 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 23-5-1026 to the 

superintendent of public instruction for distribution as 

equalization aid to the retirement fund obligations of 

elementary and high school districts in the manner provided 

in 20-9-532. The net revenue is statutorily appropriated, as 

provided in 17-7-502, to the superintendent of public 

instruction. 

(4) The spending authority of the lottery may be 

increased in accordance with this section upon review and 

approval of a revised operation plan by the budget office." 

Section 9. Section 23-5-1028, MCA, is amended to read: 

"23-5-1028. Annual audit. The legislative auditor 
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l shall conduct or have conducted an annual audit of the state 

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

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

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

5 president of the senate, the speaker of the house of 

6 representatives, and each member of the appropriate 

7 committee of each house of the legislature as determined by 

8 the president of the senate and the speaker of the house. 11 

9 NEW SECTION. Section 10. Extension of authority. Any 

10 existing authority to make rules on the subject of the 

11 provisions of [this act] is extended to the provisions of 

12 [this act). 

13 NEW SECTION. Section 11. Effective date. [This act) 

14 is effective on passage and approval. 

-End-
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