HOUSE BILL NO. 207
INTRODUCED BY GOULD

BY REQUEST OF THE STATE LOTTERY COMMISSION

IN THE HOUSE

JANUARY 16, 1989 INTRODUCED AND REFERRED TO COMMITTEE
ON STATE ADMINISTRATION.

JANUARY 17, 1989 FIRST READING.

FEBRUARY 1, 1989 COMMITTEE RECCMMEND BILL

DO PASS AS AMENDED. REPORT ADOPTED,
STATEMENT OF INTENT ADOPTED.
FEBRUARY 2, 1989 PRINTING REPORT.
FEBRUARY 3, 1989 PASSED CONSIDERATION FOR THE DAY.

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

FEBRUARY 6, 1989 SECOND READING, DO PASS AS AMENDED.
FEBRUARY 7, 1989 ENGROSSING REPORT.
FEBRUARY 8, 1989 THIRD READING, PASSED,

AYES, 60; NOES, 39.
TRANSMITTED T0O SENATE,
IN THE SENATE

FEBRUARY 9, 1989 INTRODUCED AND REFERRED TO COMMITTEE
ON STATE ADMINISTRATION.

FIRST READING.

MARCH 9, 1989 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

MARCH 10, 1989 SECOND READING, CONCURRED IN.



MARCH 13, 1989 THIRD READING, CONCURRED IN.
AYES, 37; NOES, 11.

RETURNED TO HOUSE WITH AMENDMENTS.

IN THE HOUSE
MARCH 16, 1989 RECEIVED FROM SENATE.

PASSED CONSIDERATION UNTIL 62ND
LEGTISLATIVE DAY.

SECOND READING, AMENDMENTS
CONCURRED IN.

MARCH 18, 1989 THIRD READING, AMENDMENTS
CONCURRED IN.

SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.
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&SE BILL NO. 2 O/

INTRODUCED BY
BY REQUE; QF 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 APFROPRIATION
OF LOTTERY SALES AGENT COMMISSIONS, PRIZES, AND NET REVENUE:
TO ELIMINATE THE STATUTCRY 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."
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. sSection 17-7-502, MCA, is amended tc read:
"17-7-502. Statutory appropriations —- definition --

requisites for wvalidity. (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) EBxcept 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; 2-1B-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; 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;

.. INTRODUCED BILL
HB 209
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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 1%85; 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 1laws 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 130,
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:

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

commission shall:

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

become invelved 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 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

prizes;

+34(4) determine the price of each ticket or chance
and the number and size of prizes;

t43(5) provide Ffor the conduct of drawings of winners
of lottery games;

+5¥{6) carry out, with the director, a continuing
study of the state lotteries of Montana and other states to
make the state lottery more efficient, profitable, and
secure from violations of the law;

t63(7) study and may enter into agreements with other
lottery states to offer regional lottery games;

+7¥{8) prepare quarterly and annual reports on ail
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

—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

t83(9) 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 -

hipartisan —-- 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 cepresentatives. 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 whe 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
campensation and expenses as provided in 5-2-302, paid from

any money appropriated to in the attocation---under

23-5-16827¢2% lottery, while performing his duties as a

member of the liaison committee, as provided in subsection
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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 anly 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 toc 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 application.

{6) The director may require a bond from any 1licensed
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 conspicucusly in accordance  with the
commission's rules.

(B) A license is not assignable or transferable.

{9) No employee of a ticket or chance sales agent may
be regquired to sell lottery game tickets or chances 1if the
sale is against his religious or moral beliefs.

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

more than & 5% eommission-on of the face value of tickets

and chances seo}d that they purchase from the lottery and do

not return. The commissions are statutorily appropriated, as

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

{11) Fach sales agent shall keep a complete and
up-to-date set of records and accounts fully showing his
sales and provide it for inspection wupon request of the

commission, Lthe director, the department of commerce, the
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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 5. Ssection 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 1B years of age.

{3) Tickets and chances must-be-patdé-for-in--cash may

not be purchased con 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’

_a_
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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 familtes-tiving-with-them 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 Eor 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, Pricr to

appointment te--any-—-such--pesitien as a commissioner,

diregtor, assistant director, or employee, a person shall

submit to the commission a full set of fingerprints made at
& law enforcement agency by an agent or officer of such
agency on forms supplied by the agency., The assistant

director for security may reguire 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

famriy—-tiving--with--him household may have a financial
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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. section 23-5-1027, MCA, is amended to read:

n"23-5-1027. (Effective July 1, 1988) Disposition of
revenue. (1) taj—As-near-as-possible-to A minimum of 45% of
the money paid for tickets or chances must be paid out as
prize money7-except—as—provéded—in—subsection—fb}. The prize

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

to the lottery.

fbi——in—ehe—case—cf—a—regiona}—}cttery—gameT—a—-maximum
of—-59%—ef—the—mcney—paid—fer—tieketséor—chancesvmayfbelpaid
szt-as-prize-moneys

(2) Bp—to—iS%-oé—the——gross——fevenue——from——the**state
&cttery——may-—be——used——by—the—direcber—to—pay*the—eperating
expenaes—of-the-stare-lotcery~ Commissions paid to lottery
ticket or chance sales agents are not a state lottery
operating expense.

faf——Funds—to-pay—the*operating-expenses-cf-the—}ottery
are-statutorily-appropriated-as-provided-in-i7-7-582<

+4}(3) 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

_10_
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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 9. 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."

NEW SECTION. Section 10. Extension of authority. Any
existing authority to make rules on the subiect of the
provisions of [this act] is extended to the provisions of
[this act].

NEW SECTION. Section 11. Eeffective date. [This act]
is effective on passage and approval.

—-End-

-11-



STATE OF MONTANA - FISCAL NCTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB207 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

HB207 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%Z 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.

Current law expense projections assume the Lottery could meet a 157 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.

/f:7¢22294%?ﬂ4;£? Je3/59

CKLEFORD ,ﬁUDGET DIRECTOR  DATE
OFF E OF BUDGET 'AND PROGRAM PLANNING

/125/ i
DATE

Fiscal Note for HB207, as introduced

HB 207




Fiscal Note Request, HB207 as introduced

Form 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 5Z 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 remcve 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 financ1al
audit of the lLottery so there is no fiscal impact on the Legislative Auditor.

FISCAL IMPACT: FY90 ‘ FY91
' Current  Proposed Current Proposed

Expenditures: _ _ Law Law - Difference . Law_ Law . Difference
Montana Lottery o ' ' ' _ ' ' :
Personal Services (HBl00)$ 909,160 $ 909,160 =0~ . $ 910,620 $ 910,620 ~0-
Op Exp Administr. (HBIOO) 1,040,840 2,134,402 1,093,562 1,039,380 1,885,420 846,040
Prize Expenses (SA) . 5,850,000 11,550,000 5,700,000 5,850,000 11,550,000 5,700,000
Agents Commissions (SA) 728,000 1,176,000 448,000 728,000 1,176,000 448,000
Capital Outlay - =0~ 11,200 11,200 ~Q- - =0 -0~

Total Expenditures $8,528,000 $15,780,762 $7,252,762 $8,528,000 $15,522,040 $6,994,040
Funding:
Instant Ticket Sales
Proprietary Account $13,000,000 $21,000,000 $8,000,000 $13,000,000 $21,000,000 $8,000,000
Revenue ;
‘Net Revenue Impact-Funds : . o
Transferred to OPI: - $4,472,000 - $5,219,238 $ 747,238 $4,472,000 $5,477,960 $1,005,960

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES:

Lottery net fevenues,.which aré transferred'underjéutreﬁt’law.to the«Office of'Public Ihsﬁruttion 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 FY91, However, if proposed law revenue estimates are not met, net revenue transfers could decrease under the:
proposed law. : .

HE _207



Fiscal Note Request, HB207 as introduced
Form BD-15
Page 3

TECHNICAL NOTES:

1. Changes to Section 23-5-1027(1), MCA, provide for a minimum of 45% for prizes but no maximum. Assumptions
above used a 557 prize payout related to revenues of $21,000,000. However, every 1% increase for

prizes would result in an additiomal $210,000 in prize expense, reducing net revenues and the money
available for public schools, if the revenues did not alsc increase.

N3 207



51at Legislature

o & =N oG

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

HB 0207/02

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 LOPTERY ACT OF 1985 TO PROVIDE THAT THE
LOTTERY COMMISSION MAY DETERMINE THE PERCENTAGE OF PRIZE
PAYOUT SUBJECT TG 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' COMMISSICNS; 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 PARTICIFATE IN
MULTISTATE GAMES; TO PROVIDE FOR THE STATUTORY APPROPRIATION
OF LOTTERY SALES AGENT COMMISSIONS, PRIZES, AND NET REVENUE;
TO ELIMINATE THE STATUTORY APPFROPRIATION 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, 23-5-386%7 23-5-1006
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THROUGH 23-5-10408, 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 a biennial
legislative appropriaticn 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: 2-39-202; 2-17-105; 2-18-812;
10-3-203; 10-3-312;

10-3-314; 10-4-201; 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
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19-10-305; 19-10-506; 19-11-512; 19-11-513; 19-11-606;
19-12-301; 19-13-604; 20-4-109; 20-6-406; 20-8-111;
23-5-610; 23-5-1018; 23-5~1027; 33-31-212; 33-31-401;

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

75-1-1101; 75-7-305; 76-12-123; §0-2-103; §0-2-228;
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 authcrized 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, I, 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. SrCTION 23-5-1006, MCA, 1S RMENDED TO READ:
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*23-5-1006. State lottery commission -- allocation —-
composition -- compensation -- guorum. {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 1initial appointments, each commissioner
shall be appointed to a 4-year term of office, and the terms
shall be staggered.

(5) A commissioner may be removed by the governor for
good cause. An office that for any reason becomes vacant
must be filled within 30 days by the governor, and the
commissioner filling the vacancy shall serve for the rest of
the unexpired term.

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

(7) Three or more commissioners constitute a quorum to
do business, and action may be taken by a majority of a
quorum. _

{8) Commissioners are entitled to compensation, to be

paid out of the state lottery fund, at the rate of 850 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 Jlottery 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 coperation 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(l), determine the percentage

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

prizes;
+33(4) determine the pricve of each ticket ar chance

and the number and size of prizes;

-5- HB 207

11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

HB 0207/02

t43(5) provide for the conduct of drawings of winners
of lottery games;

+5¥{6) carry out, with the director, a continuing
study of the state lotteries of Montana and other states to
make the state lottery more efficient, profitable, and
secure from violations of the law;

£63(7) study and may enter into agreements with other
lottery states to offer regiona® lottery games;

t73(8B) prepare gquarterly 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

t8%(%) 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.
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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 liaiscon 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 in the attocation--under

23-5-1082Ft2% 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 repcrt to each
legislature on the activities and operations of the state

lottery."”

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

r23-5-1012. Powers and duties of director. (1) The
director shall:

fa) administer the operatien of the state lottery in
accordance with this part and the rules and cother 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
commigsion rules;

{d) implement plans for lottery staff sales incentives

or bonuses and for sales agents' commigsions pursuant to

rules adopted by the department of commerce; and

tdy¥{e} 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 ©f the lottery. All contracts must be made in
accordance with state law. No contract is legal or
enforceable that provides for the management of the state
lottery or for the entire operation of its games by any
private person or firm. When a contract is awarded, a
petformance 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 commission."

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

%23-5-1016. Ticket or chance sales agents —— licensges.
(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
cansider:

(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% commission-on of the face value ©of tickets

and chances seid 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

ADOFT 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
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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 1license may be suspended or revoked for failure
te 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 wmay not be scld to or
purchased by persons under 18 years of age.

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

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
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investigating the state lottery, governmental employees
auditing or investigating the state lottery, OF members of
their faméitims-tiving-with-them 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:

®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 cffense under
federal law or the law of any state may be a commissicner,
director, assistant director, employee of the state lottery,
or licensed ticket or chance sales agent. Prior to

appointment to---any-—such--posttion as a commissioner,

director, assistant director, or employee, & 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 9. section 23-5-1020, MCA, is amended to read:
»23-5-1020. Conflict of interest. No commissioner,
director, assistant director, state lottery enployee,
licensed ticket or chance sales agent, or member of his
famity-3iving--with—-~him household may have a financial

interest in any gaming supplier 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 i, 1988) Disposition of
revenue. (1) ¢aj-hs-near-as-possibie-to A minimum of 45% of
the money paid for tickets or chances must be paid out as
prize moneyr-except-as-provided-in-subsection-tbt. The prize

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

to the lottery.

tby-—In-the-case-of-a-regional-iottery-game;-a-—maximum
af--58%-of-the-meney-patd-for-tickets—or-chances-may-be-paid
cut-as-prize-moneys

{2) ©Up-to-i5%-ef-the--gross--revenue--from--the--state
ioteery--may——be--used-—-by-the-director-to-pay-the—operating
expenses-of -the-state-letterys Commissions paid to lottery
ticket or chance sales agents are not a state lottery
cperating expense.

¢3y~-~-FPunds-to-pay-tha-aperating-expenses-of-the-iottery
are-atatutoriiy-appropriaced-as-provided-in-17-7-582+

+43(3) That part of all gross revenue nokt 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 auperintendent of

public instruction for distribution as equalization aid to
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the retirement fund obligations ©f 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 ocut 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, Lthe speaker of the house of
representatives, and each member of the appropriate
committee of each house of the legislature as determined by
the president of the senate and the speaker of the house,"

NEW SECTION. Section 12. Extension 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. Sectlon 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
MONTAMA STATE LOTTERY ACT OF 1985 TO PROVIDE THAT THE
LOTTERY COMMISSION MARY 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 BORUSES 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
PINANCIAL INTEREST IN THE LOTTERY; TO MAKE THE
FINGERPRINTING OF SALES AGENTS PERMISSIVE INSTEAD OF
MANDATORY; TO CLARIFY THAT MONTANA MAY PARTICIPATE 1IN
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, 23-5-186%7 23-5-1006

& Moirtana Legisiative Council
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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."

STATEMENT OF INTENT

This bill requires a statement of intent because
[sections 2 and 6] grant rulemaking 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 alsc 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 wunless 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 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
paycut 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 8], 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 1legislature 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
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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, 5%; 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 toc read:
"17-7-502. Statutory appropriations -- definition --

requisites for wvalidity. (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
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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;

18-10-305; 19-10-506; 19-11-512; 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;

75-1-1101; 79-7-305; 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 bends, 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 1laws 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 see¢., 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 terminates June 30, 19%1; and pursuant to sec,
6, Ch. 454, L. 1987, the inclusion of sec. 1, Ch. 454, L.

1387, terminates July 1, 1988.)"

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

*23-5-1006. State lottery commission —— allocation —-
composition -- compensation —- guorum. (1) There is a state
lottery commission.

{2) The commission consists of five members, wheo 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 1least 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 Ffilled within 30 days by the governor, and the
commissioner £illing 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 guorum 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 1lottery fund, as
provided for in Title 2, chapter 18, part 5.

(%) 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;

t31(4) determine the price of each ticket or chance
and the number and size of prizes;

t4¥(5) provide for the conduct of drawings of winners
of lottery games;

t5%(6) carry out, with the director, a continuing
study of the state lotteries of Montana and other states to
make the state lottery more efficient, profitable, and
secure from violations of the law;

t6¥{7) study and may enter into agreements with other
lottery states to offer regisnat lottery games;

€7y{8) prepare gquarterly 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
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+8¥(9) adopt rules necessary to carry out this part."”

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

"23-5-1008B. 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 appoiﬁted to the 1liaison
committee.

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

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

any money appropriated to in the ai}acatiog~-under
23-5-3827¢2% lottery, while performing his duties a=s 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. (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;

(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 purswant 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

td¥{e) 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 1in 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. Ssection 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 directer 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 1license as an agent 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 $90 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 licensge or a
copy thereof conspicuocusly 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 Ray
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 ne

more than a 5% commission-on of the face value of tickets

and chances soid 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 ADDITIOHAL COMMISSIONS TO SALES AGENTS

BASED ON INCREMENTAL SALES. The commissions are statutorily
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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 reguest 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 mnust 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 or

purchased by persons under 18 years of age.
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{(3) Tickets and chances must-be-paid-fer-in-ecash may

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 fmmilies-living-with-them households,

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

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

"23-5-1019. Pelony and gambling-related convictions —-
ineligibility for lottery positions. No person who has been
convicted of a felony or a gambling-related offense under
federal 1law or the law of any state may be a commissioner,
director, assistant director, employee of the state lottery,
or licensed ticket . or <chance sales agent. Prior to

appointment to---any--such--positien 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 am 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."”
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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
famiiy-tiving--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 10. section 23-5-1027, MCA, is amended to
read:

"23-5-1027. (BEfective July 1, 1988) Disposition of
revenue. (1) ta}-As-near-as-posstbie-ts A nminimum of 45% of
the money paid for tickets or chances must be paid out as
prize moneyy-except-as-provided-in-subsection-tby, The prize

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

te the lottery.

tby--En-the-ease-of-a-reqionat-lottery-game;-a——maximam
of--50%-cf-the-money-paid-for-tickets-or-chanees-may-be-paid
cut-as-prize-meneys

{2) Hp-to-15%-of-the--gross--revenue--from--the-—state
tottery--may-——-be--used--by-the-director-to-pay—the-operating
expenses-of-the-state-totterys Commissions paid to lottery
ticket or chance sales agents are mnot a state lottery
operating expense.

+3y--Punds-to-pay-the-operating-expensen-of-the-tottery
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are-statuteriiy-appropriated-as-proyided-in-13-¥-58%<

t4¥(3) %¥hat-part THIRTY-FIVE PERCENT of alil 9ress
revenye net-used-for-the-paymenk-of-prizes;-commissienay-and
operating-expenses is net revenue and must be paid quarterly
from the enterprise fund established by 23-5-1026 to the
superintendent of publiec instruction for distribution ag
equalization aid to the retirement fund obligations of

elementary and high scheol districts in the wanner provided

in 20-5-532. The net revenue is gstatutorily appropriated, ag

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 officef“

Section 11. Section 23-5-1028, MCA, is amended .to
read:
#23-5-1028. Annpal auwdit. The legislative  auditor

shall conduct or have conducted an annual audit of the state

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

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

delivered to . the commission, the director, the governor, thg
president of the .senate, the speaker of the house of
representatives, and .each member of the appropriate
committee Of gach house of. the legislature as detegmined by

the president of the genate and the speaker of the .house."
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HEW _SECTION., Section 12. Extension 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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SENATE STANDING COMMITTEE REPORT
page 1 of 2
March 9, 19289

MR. PRESIDENT:

We, your committee on State Administration, having had under
consideration HB 287 (third reading c¢opy -- blue), respectfully
report that HB 207 be amended and as so amended be concurred in:

Sponsor: Gould (Stimatz)

1. Title, line 11.

Following: “THAT THE"

Strike: "DIRECTOR OF THE DEPARTMENT OF COMMERCE”
Insert: "LOTTERY COMMISSION"

2. Title, lines 25 and page 2, line 1.
Strike: "23-65-1006 THROUGH"

Insert: "23-5-1007,"

Strike: "23-5-1012,"

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

4. Page 2, iine B,
Strike: "director of the department of commerce”
Insert: "lottery commission”

S. Page 3, line 4.
Following: "grants”
Insert: "additional”

6. Page 3, lines S and 6.

Following: “to the"

Strike: remainder of line 5 through "director” on line 6
Insert: "lottery commisSsion to”

7. Page 3, lines 19 and 20.

Strike: 67

Insert: "4"

Following: "allows the”

Strike: remainder of line 1% through "commerce™ on line 20
Insert: "lottery commission”

8. Page 6, line 5.

Strike: section 2 in its entirety
Renuaber: subsequent sections

continued scrhb207. 3¢9

SEKRATE COMMITTEE ON STATE ADMINISTRATION, HB 207
page 2 of 2

2., Page 7.

Following: line 25

Insert: "(3) maximize the net revenue paid to the superintendent
of public instruction under 23-5-1327 and ensure that all
policies and rules adopted further revenue maximizaticn;"”

Renumber: subseguent subsections

1@. Page 9, line 1.

Following: "rules”

Insert: “"relating to lottery starff sales incentlves or bonuses and
sales agents’ commissions and any other rules”

11. Page 9, line 25.
Straike: "section % in 1ts entarety’
Renumber: subsequent sSectlons

12. Page 12, line 23.
Strike: "DIRECTOR OF THE DEPARTMENT OF COMMERCE"
Insert: "lottery commission”

13. Page 16, lines 2 and 3.

Following: "Ehet-pare”
Strike: remainder of line 2 through "“revenue” on line 3

14. Page 16, line 4.

Following: "expenses

Insert: "That part of all gross revenue npot used for the payment
of prizes, commissions, and operating expenses”

AND AS AMENDED BE COMNCURRED IN

Signed: '?Mﬂfe‘?

William E. Farrell, Chairman

SENATE

scrnb2a’. 309
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HOUSE BILL NO. 207
INTRCDUCED RY GOULD

BY REQUEST OF THE STATE LOTTERY COMMISSION

& 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
PAYQUT 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 DIREETOR-O6FP-FHE-BEPARYMEN?-OF-COMMEREE

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
PINGERPRINTING OF SALES AGENTS PERMISSIVE INSTEAD OF
MANDATORY; TO CLARIFY THAT MONTANA MAY PARTICIPATE 1IN
MULTISTATE GAMES; TO PROVIDE FOR THE STATUTORY APPROPRIATION
QF 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, 23-5-100%7 23-5-3886
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PHROUEH 23-5-1007, 23-5-1008, 23-5-30127 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 4] grant rulemaking authority to the

director--of-—the-department-of-commerce 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 1is 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 alsc 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 1line, 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

-2- HB 207
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the legislature that the lottery's operating budget be set
by the 1legislature as are the budgets of all other state
agencies.

In {[section 2], the legislature grants ADDITIONAL
rulemaking authority to the director-ef-the-department-of
commerce:-Phe-legislature-intends-that-the-dtrector LOTTERY
COMMISSION TO adopt rules providing far staff incentives or
bonuges for increased sales only if these rules can be shown
to gsignificantly 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 iastant ticket
games in order to increase profits. If increased prize
payout does not result in increased net revenue, the
decision of the commisgsion then should be to roll back the
prize payout percentage toc comply with the legislative
intent of maximizing profits.

In [section & 4], the legislature allows the directer

of-the-departmene-sf-commerce LOTTERY COMMISSION 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,
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whereby total sales are projected for each retailer based on
average sales over a period of time, such as 1 vyear.
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 regqular 5%; if a retailer sells a certain percentage
above average, £%; an even higher percentage of increase in
sales may provide 7%, etc. The purpose of bonus comﬁissions

is to increase net revenue to the state.

BE 1T 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 subsecticn (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 containing

statutory  appropriaticns: 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; 20-6-406; 20-8-111;
23-5-610; 23-5-1016; 23-5-1027; 33-31-212; 33-31-401;

37-51-501; 19-71-2504; 53-6-150; 53-24-206; 67-3-205;

75-1-1101; 75-7-305; T6-12-123; 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 198%; and
section 1, Chapter 454, Laws of 1987.

(4) There 1is a statutery 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): pursuwant 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 inclusicn
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.)"

SEGTION- 2.~ -SECTION-23-5-18867-MEA; - I5-AMENDED-PO-REAB:

423-5-18867--State-tottery-commissten----atitseation-——-
eomposteian————- compensation-—-—guorums—tiy-There-is-a-state
tottery-commisstions

{24--Fhe-commisston-conatats-of-five-members;-who-shati
reside—in-Montanar-appointed-by-the-governors

$+3y--At-least-one-commissioner-must--—have--5--yeara—-of
experience--as--a--taw--enforcement--officers-—-At-—-teast-one
commissioner-must-be-an-attorney-admitted-to-the-practice—of
taw~-~tn——Montanas-—Atr--least--one--commissioner--muat--be--a
ecarkifimd-public-accountant-ticensed-in-Montanas

t4y—-After---tnitinl--appointments;—-each--commisaroner
shati-be-appointed-to-a-é-year-term-of-office;-and-the-terms
shati-be-staggereds

t59)--A-commissitoner-may-be-removed-by-the-governor——for
gosd--causer--~An-—office-that-for-any-reason-becomes-vacant
nost-be-fitted-within-368--days--by--the-—governor;--and--the
commiasioner-£itling~-the-vacancy-shali-serve-for-the-reat-of
the-unexpired-terms

{6y--Fhe--commission——shatt-etect-one-of -itts-—members-as
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chairmans
£7}--Phree-or-more—commiasisnera-canstitute-a-quaram-+o
do-business;-and-action-may-be-taken—-by--a—-majerity--of--a
querums
t8y--Commissioners--are-enticted-to-compensationy-to-be
paid-out-ef-the-state-tottery-funds-at-the-rate-of--558-—feor
each--day--in--whieh--they-are-engaged-in-the-performance-of
their-duties-and-are-entitied-to-travelz-meatss;-and--todging
expenses;--to-~be--paitd--ont—-of--the-state-iottery-fund;-as
provided-fer-in-Pitie-2;-chapter-i8;-part-5S=
t94--The-commission-is-attocated-to-the--department--of
:ommerce——fer—*administrative—pnrposes-onif—as—prescribed—in

2-15-12 7 -except-that-the--directar——-of--the--department-—af

commerce—-—may-—adopt——rulsa--relating-to-itottery-staff-asales

incentives-sr-bonuses-and-sates-agentsi-commisstonsc i

Section 2. 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,
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and transact other necessary business;

(3) MAXIMIZE THE NET REVENUE PAID TQ THE

SUPERINTENDENT OF PUBLIC INSTRUCTION UNDER 23-5-1027 AND

ENSURE THAT ALL POLICIES AND RULES ADQPTED FURTHER REVENUE

MAXIMIZATION;

£3¥(4) subject Lo 23-5-1027{1}), determine the

percentage of the money paid for tickets or chances tc be

paid cut as prizes;

;3}f41(5) determine the price of each ticket or chance
and the number and size of prizes;

t4¥t5¥{6) provide for the conduct of drawings of
winners of lottery games;

+5¥¢6%(7) 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;

t6r£#3(8) study and may enter into agreements with
other lottery states to offer regional lottery games;

t?¥£83(9) 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

-g- HB 207
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legislative auditor, the president of the senate, the
gpeaker 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

+87¢9+(10) adopt rules RELATING TQ LOTTERY STAFF SALES

INCENTIVES OR BONUSES AND SALES AGENTS' COMMISSIONS AND ANY

OTHER RULES necessatry to carry out this part.”

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

"23-5-1008. Legislative liai=on commi ttee -—
bipartisan -- compensation from lottery fund. {1} There is a
legislative liaison commjittee.

{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 liazison 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 te in the atiesation--under

23-5-1027t2} lottery, while performing his duties as a
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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 ta each
legislature on the activities and operations of the state

lottery."

SEGCTION- 5.- -SECPION-23-5-30327-MEA; - IS-AMENDED-FE-REAB:

133-5.30%2c---Powers—-and--duties——of-~directorz-t3y-The
director-shatis

{a}--administer-the-operation-ef-the-state--totcery--in
aceardance-with-this-part-and-the-rutes-and-ether-directives
cf-the—commissions

tb}--appeint--an—-sssistant--directer--for-security-and
empioy—and—direct—persannei—nccessary—te-—the--operaticn—-of
the-state-iotterys

tey-~ticense--lottery-tieket-or-chance-satea-agenta-and
suspend--or-~revoke——licenses—-pursuant--to--this--part--and
conmission-rules;

tdy--implement pians-for-itottery-staff-sates-incentives

or--benuaes—-and-—for--saies-agentsi-commissiona-pursuant-to

rulss-adopted-by-the BIRECYOR-OF-PHE department-of-commerces

and
tdytey--maintainy--with--the--assistant--director---far
securityr~the-security-of-the-state-iotterys

¢23--Hith-the-concurrence-of-the-commissien-asr—pursuant
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to-—commission-~-ruites;—the-director-may-enter-inte-contracts
for-materialtsr-equipment;-and-supplies-te—-be--used--in--the
eperation—--ef-—-the--state--itettery;—-for--the--design--and
instaiiatien-ef-games;--for--conspitant--services;--and--fer
promotion—-af-—the--totteryr--Ali--contracta-must-be-made-in
accordance--with—-state-—-lawr--No-—contract-—is---teqgai~—-or
enforceab}ew—that——providea--Eof-the-management—qf—the—:tate
tottery-or-for-the-entire-osperation--of--its--games--by--any
private--paraon--or--firmv--When--a--coneract--ts-awarded;-a
performance-bond-satisfactory-to-the-commission-and-executed
by-a-surety-company—autherized-to-do-business-in-this--state
or~-otherwise--secured--in--a--manner—-satisfactory--to--the
commissiony-in-an-amount-equal-te-the-price-of-the-eontrack;
must-be-deltivered-to-the-commissienc®

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 1issuing a license, the director shall
consider:

{i) the financial responsibility and security of the

applicant and his business or activity;

~-11- HB 207

15
16
17
18
19
20
21
22
23
24
25

HB 0207/04

{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 1licenses 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.

(3) 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% commissieon-on of the face value of tickets

and chances seid that they purchase from the lottery and do

not return. HOWEVER, TQ FURTHER THE SALE OF LOTTERY

PRODUCTS, THE DIREETOR-6F-YHE-BEPARTMENT-OF-E£OMMBREE 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
coffice 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 revocked for failure
to maintain the license qualifications provided in
subsection (3) or for vioclation 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 8. 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 must-be-patd-for-im--cash may

not be purchased on credit.

(4) Tickets and chances may not be sold to or
purchased by commissioners, the director, his staff, gamin§
suppliers decing 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 famitres-tiving-with-them households.

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

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

"23-5-1019. Felcony 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 té--any—-such--pesition as a commissioner,

director, assistant director, or employee, a perscn shall

submit to the commission a full set of fingerprints made at
a law enforcement agency by an agent or ocfficer 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
famity—-iiving—-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, (1) tay-As-near-as-possibie-to A minimum of 45% of
the money paid for tickets or chances must be paid out as
prize moneyr—except-as-provided-in-subsection-{b}. The prize

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

to the lottery.
tbi--in-the-case-cf-a-regional-iottery-gamey-a-—maximum

of--S0%-of-the-money-patd-for-tickets-or-chances-may-be-paid
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cut-as-prize-moneys

(2) Hp-to-i5%-ef-the--gross—-revenue-—from--the--state
lottery--may--be—-used--by-the-director-to-pay-the-operating
expenses-of-the-sktate-tsttery: Commissions paid to lottery
ticket or chance sales agents are not a state lottery
operating expense.

t3}--Funds-to-pay-the-operating-expensea-cf-the-tottery
are-statuterily-apprepriated-as-provided-in-17-7-5682+

+4¥(3) Phat-part THIRT¥-PIVE--PERCEN? of--ati--groas

revenue not—u:ed—Eor-the-puyment—oE—prize37*cemmissian37~énd

sperating--expenses THAT PART OF ALL GROSS REVENUE NOT USED

FOR THE PAYMENT OF PRIZES, COMMISSIONS, AND OPERATING

EXPENSES 1is 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 1lottery 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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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."

NEW SECTION. Section 10. Extension 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 11. Effective date. [This act]
is effective on passage and approval.

~End-
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