Consumption Taxes Lottery Profits

Lottery Profits

Revenue Description

Lottery revenue is derived from ticket sales, sales agents license fees, and unclaimed prizes. These
funds are deposited into the lottery enterprise fund. After paying prizes, ticket costs, commissions,
and other operating costs from the enterprise fund, profits are transferred to the general fund.

Statutory Reference

Tax Rate — N/A

Distribution — 23-7-402(3), MCA

Date Due — Quarterly (23-7-402(3), MCA)

Applicable Tax Rates: N/A

Collection Frequency: Lottery revenues are collected on an on-going basis. Transfers to the
general fund are made quatrterly.

Distribution: Net proceeds are deposited into the general fund.

Summary of Legislative Action

House Bill 617 — This bill creates new scholarships for Montana high school students that meet
certain criteria to prepare for postsecondary fields of science, technology, engineering, and
mathematics (STEM). The STEM scholarships will be funded by diverting lottery proceeds to the new
STEM account instead of the general fund.

Lottery Profits — Legislation Passed by 64th Legislature
General Fund Impact ($ Millions)

Bill Number and Short Title FY 2015 FY 2016 FY 2017
HB0617 Provide scholarship opportunities for higher education in Montana - ($0.600) ($1.462)
Total General Fund Impact - ($0.600) ($1.462)

Revenue Estimate Methodology
Data

The lottery revenue estimate is based on data obtained from SABHRS, IHS, IBARS, and the annual
Montana Lottery Commission report. Monthly accounting information for the enterprise fund come
from SABHRS; forecasts for independent economic variables are produced by IHS; operational costs
come from IBARS; interest earnings, daily fund balance and other more detailed information come
from the Lottery Commission report.

Analysis

Revenue for the enterprise fund comes primarily from a combination of ticket sales, interest earnings,
and license sales. Expenditures from the fund cover prizes, commissions, and operation costs. The
difference between the forecast revenues and expenditures is the anticipated general fund transfer of
lottery profits.

Ticket sales are forecast with a regression model using the independent, IHS-provided values for
Montana retail sales. Interest earnings are calculated by multiplying the IHS forecast for short-term
interest by the projected average daily balance of the enterprise fund. The projection for the average
daily balance is calculated by taking the previous year’s balance ratio (average daily balance divided
by ticket sales) and applying it to the ticket sales forecast. License sales are assumed to be
comparable to those in the last known fiscal year.
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http://leg.mt.gov/bills/mca/23/7/23-7-402.htm
http://leg.mt.gov/bills/mca/23/7/23-7-402.htm
http://leg.mt.gov/bills/2015/billhtml/HB0617.htm
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Prizes and commissions are forecast by applying the previous year’s prize to ticket sales ratio to the
ticket sales forecast. Operational costs are those budget submissions by the Lottery Commission as

found in IBARS.

Revenue Estimate Assumptions

This section contains the assumptions used to generate the revenue estimates contained in House

Joint Resolution 2. It does not reflect changes, if any, enacted by the 2015 Legislature.

Gross Business Short-Term Montana

Total Profit GF Profits Revenue Costs Interest Retail Sales

FY $ Millions $ Millions Millions Millions Percent (Millions)
A 2002 $7.467 $7.467 $33.817 $26.350 2.5% $10,224
A 2003 7.453 7.453 34.774 27.320 1.4% 10,767
A 2004 8.116 8.116 36.784 28.669 1.3% 11,665
A 2005 6.223 6.223 33.905 27.682 2.4% 12,481
A 2006 9.110 9.110 40.129 31.018 4.1% 13,458
A 2007 11.420 11.420 41.836 30.416 4.7% 14,256
A 2008 11.029 11.029 44.007 32.978 3.1% 14,973
A 2009 10.136 10.136 43.911 33.775 1.0% 13,957
A 2010 10.631 10.631 45,231 34.600 0.2% 14,212
A 2011 10.611 10.611 47.683 37.071 0.1% 15,249
A 2012 13.061 13.061 52.628 39.568 0.1% 16,485
A 2013 13.084 13.084 56.831 43.748 0.1% 17,303
A 2014 12.091 12.091 53.129 41.038 0.1% 17,890
F 2015 12.177 12.177 53.204 41.027 0.2% 18,437
F 2016 11.631 11.631 54.648 43.016 1.0% 19,000
F 2017 13.439 13.439 57.345 43.906 2.5% 20,046

Revenue Projection

Lottery Profits
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