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CHAPTER 143

SENATE BILL 1157

AN ACT

AMENDING SECTIONS 5-503, 5-504, 5-505, 5-506, 5-512, 5-517, 5-522 AND 5-523,
ARIZONA REVISED STATUTES; AMENDING SECTIONS 28-2601 AND 28-2602, ARIZONA
REVISED STATUTES, AS AMENDED BY LAWS 1996, CHAPTER 17; RELATING TO THE STATE
LOTTERY,

Be it enacted by the Legisiature of the State of Arizona:
Section 1. Section 5-503, Arizona Revised Statutes, is amended to
read:

5-503. Executive director: appointment
A. An executive director appointed by the governor pursuant to section

38-211 shall exercise immediate supervision over the lottery. The director
shall be a person qualified by training and experience to administer the
state lottery. The director shall be appointed by the governor withinthirty
days—ef—the—effective—date—of—this—ehepter and shall serve at the pleasure
of the governor.

B. The director shall devote his entire time and atiention to the
administration of the state Tottery and shall not be engaged in any other
profession or occupation. The director is eligible to receive compensation
pursuant to section 38-611.

Sec. 2. Section 5-504, Arizona Revised Statutes, is amended to read:

5-504, Commission; director; powers and duties; definition

A. The commission shall meet with the director not Tess than once each
quarter to make recommendations and set policy, appreve—er~pejeet RECEIVE
reports ef FROM the director and transact other business properly brought
before the commission.
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B. The—eomfissior—shar—estabHsh—andoperate—a—state—tottery-at—the

earrtrestfeasible—apd—prectiesi—time- The commission shall estebish—and
eperate—the OVERSEE A STATE lottery to produce the maximum amount of net

revenue consonant with the dignity of the state. To achieve these ends, the
commission shall authorize the director to adopt rules in accordance with
titie 41, chapter 6. Rules <sswed ADOPTED by the director may include
provisions relating to the following:

1. Subject to the approval of the commission, the types of lottery
games AND THE TYPES OF GAME PLAY- STYLES to be conducted——e*eep%—%hat—+ﬂ—aﬂy

4~ 2. The method of selecting the winning tickets or shares FOR
RONCOMPUTERIZED ON-LINE GAMES, except that no method may be used which, in
whole or in part, depends on the results of a dog race or horse race.

£+~ 3. The manner of payment of prizes to the holders of winning
tickets or shares inciuding, without limitation, providing for payment by the
purchase of annuities in the case of prizes payable in installments, except
that the commission staff shall examine claims and may not pay any prize
based on attered, stolen or counterfeit tickets or based on ANY tickets which
fail to meet ESTABLISHED validation setes—estabshed—Ffeor—a—partieuniar
Jettery—game REQUIREMENTS, including rules stated on the ticket or in the
published game rules, and confidential validation tests APPLIED consistently
appHired by the commission STAFF. No particular prize in a lottery game may
be paid more than once, and in the event of a binding determination that more
than one person is entitied to a particular prize, the sole remedy of the
claimants is the award to each of them of an equal share in the single prize.
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ep—shaPes—fay-—pe—sotd:

9- 4. The method to be used in prirting—and selling tickets or
shares, except that no elected official's name may be printed on such tickets
or shares. The overall estimated odds of winning some prize or some cash
prize, as appropriate, in a given game shall be printed on each ticket or
share.

36+ 5. The licensing of agents to sell tickets or shares, except that
a person under the age of eighteen shall not be Ticensed as an agent.

31~ 6. The manner and amount of compensation to be paid licensed sales
agents necessary to provide for the adequate availability of tickets or
shares to prospective buyers and for the convenience of the public,
including, without Timitation, provision for variable compensation based on
sales volume er—ineentive—considerations.

32— 7. &tker Matters necessary.or desirable for the efficient and
economical operation and administration of the Tlottery and for the
convenience of the purchasers of tickets or shares and the holders of winning
tickets or shares.

C. THE COMMISSION SHALL AUTHORIZE THE DIRECTOR TO ISSUE ORDERS AND
SHALL APPROVE ORDERS ISSUED BY THE DIRECTOR FOR THE NECESSARY OPERATION OF
THE LOTTERY. ORDERS ISSUED UNDER THIS SUBSECTION MAY INCLUDE PROVISIONS
RELATING T0 THE FOLLOWING:

1, THE PRICES OF TICKETS OR SHARES IN LOTTERY GAMES.

2. THE THEMES, GAME PLAY-STYLES, AND NAMES OF LOTTERY GAMES AND
DEFINITIONS OF SYMBOLS AND OTHER CHARACTERS USED IN LOTTERY GAMES, EXCEPT
THAT EACH TICKET OR SHARE IN A LOTTERY GAME SHALL BEAR A UNIQUE
DISTINGUISHABLE SERIAL NUMBER.

3. THE SALE OF TICKETS OR SHARES AT A ODISCOUNT FOR PROMOTIONAL
PURPOSES.
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4, THE PRIZE STRUCTURE OF LOTTERY GAMES, INCLUDING THE NUMBER AND SIZE
OF PRIZES AVAILABLE. AVAILABLE PRIZES MAY INCLUDE FREE TICKETS IN LOTTERY
GAMES AND MERCHANDISE PRIZES,

5. THE FREQUENCY OF DRAWINGS, IF ANY, OR OTHER SELECTIONS OF WINNING
TICKETS OR SHARES, EXCEPT THAT:

{a) ALL DRAWINGS SHALL BE OPEN TO THE PUBLIC.

(b)Y THE ACTUAL SELECTION OF WINNING TICKETS OR SHARES MAY NOT BE
PERFORMED BY AN EMPLOYEE OR MEMBER OF THE COMMISSIOCN.

(c) NONCOMPUTERIZED ON-LINE GAME DRAWINGS SHALL BE WITNESSED BY AN
INDEPENDENT OBSERVER.

6. REQUIREMENTS FOR ELIGIBILITY FOR PARTICIPATION IN GRAND DRAWINGS
OR OTHER RUNOFF DRAWINGS, INCLUDING REQUIREMENTS FOR THE SUBMISSION OF
EVIDENCE OF ELIGIBILITY WITHIN A SHORTER PERIOD THAN THAT PROVIDED FOR CLAIMS
BY SECTION 5-518.

7. INCENTIVE AND BONUS PROGRAMS DESIGNED TO INCREASE SALES OF LOTTERY
TICKETS OR SHARES AND TO PRODUCE THE MAXIMUM AMOUNT OF NET REVENUE FOR THIS
STATE.

D. THE COMMISSION SHALL MAINTAIN AND MAKE THE FOLLOWING INFORMATION
AVAILABLE FOR PUBLIC INSPECTION AT ITS OFFICES DURING REGULAR BUSINESS HOURS:

1. A DETAILED LISTING OF THE ESTIMATED WNUMBER OF PRIZES OF EACH
PARTICULAR DENOMINATION EXPECTED TO BE AWARDED IN ANY INSTANT GAME CURRENTLY
ON SALE.

2. AFTER THE END OF THE CLAIM PERIOD PRESCRIBED BY SECTION 5-518, A
LISTING OF THE TOTAL NUMBER OF TICKETS OR SHARES SOLD AND THE NUMBER OF
PRIZES OF EACH PARTICULAR DENOMINATION AWARDED IN EACH LOTTERY GAME.

3. DEFINITIONS OF ALL PLAY SYMBOLS AND OTHER CHARACTERS USED IN EACH
LOTTERY GAME AND INSTRUCTIONS ON HOW TO PLAY AND HOW TO WIN EACH LOTTERY
GAME. .
E. ANY INFORMATION THAT IS MAINTAINED BY THE COMMISSION AND THAT WOULD
ASSIST A PERSON IN LOCATING OR IDENTIFYING A WINNING TICKET OR THAT WOULD
OTHERWISE COMPROMISE THE INTEGRITY OF ANY LOTTERY GAME IS DEEMED CONFIDENTIAL
AND IS NOT SUBJECT TO PUBLIC INSPECTION.

£+ F. The commission shall, in addition to other games authorized by
this article, estabiish two special games for each year to be conducted
concurrently with other lottery games authorized under subsection B of this
section. The monies for prizes, for operating expenses and for payment to
the commerce and economic development commission fund, as provided in section
5-522, subsection A, paragraph 3~ 2, shall be accounted for separately as
nearly as practicable in the lottery commission's general accounting system.
The monies shall be derived from the revenues of the special games and do not
become an expense to the Tlottery commission's annual apprepriation as
provided in section 5-505, subsection D and section 5-522, subsection G.
Monies saved from the revenues of the special games., by reason of operating
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efficiencies, shall become other revenue of the lottery commission and revert
to the general fund.

b= 6. The commission may, in addition to other games authorized by
this articlie, establish multistate lottery games to be conductéd concurrently
with other Tottery games authorized under subsections B and €~ F of this
section. The monies for prizes, for operating expenses and for payment to
the local transportation assistance fund, as provided in section 28-2601, and
the state general Tund shall be accounted for separately as nearly as
practicable in the Tottery commission's general accounting system. The
monies shall be derived from the revenues of multistate lottery games.

H. FOR THE PURPOSES QF THIS SECTION, "GAME PLAY-STYLE"™ MEANS THE
PROCESS OR PROCEDURE THAT A PLAYER MUST FOLLOW TO DETERMINE IF A LOTTERY
TICKET OR SHARE IS A WINNING TICKET OR SHARE.

Sec. 3. Section 5-505, Arizona Revised Statutes, is amended to read:

5-505. Apportionment of revenue

A. Not more than eighteen and one-half per cent of the total annual
revenues accruing from the sale of lottery tickets or shares and from all
other sources shall be deposited in the state lottery fund established
pursuant to section 5-521 to be expended for the following:

1. The payment of costs incurred in the operation and administration
of the Tottery, including the expenses of the commission and the costs
resulting from any contract or contracts entered into for consuliing or
operational services, or for promotional and advertising services. Not more
than four per cent of the total annual gross revenues of the lottery shall
be expended for promotional or advertising services.

2. Independent audits which shall be performed annually in addition
to the audits required by section 5-524.

3. Incentive programs for lottery sales agents and lottery employees.

4. Payment of compensation to 1icensed sales agents necessary to
provide for the adequate availability of tickets or services to prospective
buyers and for the convenience of the public.

5. The payment of reasonable fees to redemption agents as authorized
by section 5-519.

6. The purchase or lease of lottery equipment, tickets and materials.

- = - - ». » v -

B. MNot Tess than thirty-one and one-half per cent of the total annual
revenues accruing from the sale of lottery tickets or shares shall be
deposited in the state lottery fund established pursuant to section 5-521 to
be used as prescribed in section 5-522, subsection A, paragraph 3 2, and
section 5-522, subsections B, C and D.

C. Not less than fifty per cent of the total annual revenues accruing
from the sale of Tottery tickets or shares shall be deposited in the state
Tottery prize fund established pursuant to section 5-523 for payment of
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prizes to the holders of winning tickets or shares or for other purposes
provided for in section 5-518. )

D. Except for monies expended as provided in section 5-504, subsection
£ F and section 41-1505.10, monies expended under subsection A of this
section shall be subject to legisiative appropriation beginning with the
fiscal year which commences July 1, 1989.

Sec. 4. Section 5-506, Arizona Revised Statutes, is amended to read:

5-506. Powers an uties of director

In addition to other powers and duties prescribed in this chapter, the
director shall:

1. Supervise and administer the operation of the Tottery in accordance
with this chapter and the rules premutgoted ADOPTED under this chapter,
subject to the continuous duty to take into account the particularly
sensitive and responsibie nature of the commission's functions.

2. Pursuant to this chapter and the rules premutgeted ADOPTED by the
commission, license as agents to sell lottery tickets such persons as will
best serve the public convenience and promote the sale of tickets or shares.

3. Hire such professional, clerical, technical and administrative
personnel as may be necessary to carry out this chapter. The director shall
conduct background checks of prospective employees, and, in all employment
decisions, shall take into account the particulariy sensitive and responsible
nature of the operation of the state lottery.

4. Act as secretary and executive officer of the commission.

5. Confer regulariy as necessary or desirable and not less than once
every quarter with the commission on the operation and administration of the
Tottery. ‘

6. Make available for inspection by the commission, upon request, all
books, records, files and other information and documents of the commission.

7. Advise the commission and recommend matters as are necessary and
advisable to improve the operation and administration of the lottery.

8. Suspend or revoke any license issued pursuant to this chapter or
the rules premulested ADOPTED pursuant to this chapter, subject to appeal to
the commission.

Sec. 5. Section 5-512, Arizona Revised Statutes, is amended to read:

5-512. Llicenses to sell tickets or shares: conditions:

definition

A. A license as an agent to sell Tottery tickets or shares shall not
be issued to any person to engage in business exclusively as a lottery sales
agent. Before issuing a 7icense as a lottery sales agent to any person the
director shall consider factors such as the financial responsibility and
security of the person and the nature of his business activity, his
background and reputation in the community, the accessibility of his place
of business or activity to the public, the accessibility of existing
lTicensees to serve the public convenience and the volume of expected sales.
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B. A person lawfully engaged in nongovernmental business on state
property may be licensed as a lottery sales agent.

C. A license is not assignable or transferrable.

D. A licensed agent or his employee may sell lottery tickets or shares
only on the premises stated in the license of the agent.

E. The director may issue temporary Ticenses upon conditions as he
deems necessary for a term not to exceed one year after the effective date
of this chapter.

F. The director may purchase a blanket bond covering the activities
of licensed agents.

G. A licensed agent shall display his license or a copy of the Ticense
conspicuously in accardance with the rules prescribed by the director.

H. IF A LICENSED AGENT SELLS LOTTERY TICKETS OR SHARES ON LEASED
PREMISES AND ALL OR PART OF THE AGENT’S RENTAL PAYMENTS ARE BASED ON THE
TOTAL VOLUME OF SALES MADE AT THE PREMISES, THE COMPENSATION PAID BY THE
STATE LOTTERY COMMISSION TO THE AGENT FOR THE SALE OF TICKETS AND SHARES IS
THE AMOUNT OF THE SALE FOR THE PURPOSES OF DETERMINING THE AGENT'S RENTAL
PAYMENTS. THIS SUBSECTION DOES NOT APPLY IF THE LEASE AGREEMENT EXPRESSLY
PROVIDES THAT THE TOTAL VOLUME OF SALES MADE AT THE PREMISES INCLUDES SALES
OF LOTTERY TICKETS OR SHARES.

4= TI. As wused 1in this section, "person” means an individual,
association, corporation., ¢lub, trust, estate, society, company, joint stock
company, receiver, trusteesr OR referee, any other person acting in a
fiduciary or representative capacity who is appointed by a court, or any
combination of individuais., *“Person® includes any department, commission,
agency or instrumentality of this state, including any county, city or town
and any agency or instrumentality of this state or of a county, city or town.

Sec. 6. Section 5-517, Arizona Revised Statutes, is amended to read:

5-517. Purchase of tickets and receipt of prizes by certain

persons prohibited

A. A lottery ticket or share sha++ MAY not be purchased by and a prize
shat¥F MAY not be paid to an officer or employee of the commission er-any—of
$45—econtracters—or—subeontraeteorss or to any spouse, child, brother, sister
or parent residing as a member of the same household in the principal place
of residence of such officer or employee.

B. A LOTTERY TICKET GR SHARE MAY NOT BE PURCHASED BY AND A PRIZE MAY
NOT BE PAID TO ANY OF THE FOLLOWING PERSONS:

1. AN OFFICER OR EMPLOYEE OF ANY PERSON CONTRACTING WITH THE
COMMISSION TO SUPPLY GAMING EQUIPMENT GR LOTTERY TICKETS, ADVERTISING OR
CONSULTING SERVICES OR TO DRAW OR OTHERWISE SELECT WINNING TICKETS OR SHARES
IF THE OFFICER OR EMPLOYEE IS INVOLVED IN THE DIRECT PROVISION OF GODDS OR
SERVICES TO THE COMMISSION OR HAS ACCESS TO INFORMATION MADE CONFIDENTIAL BY
THE COMMISSION.
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2. A SPOUSE, CHILD, BROTHER, SISTER OR PARENT RESIDING AS A MEMBER OF
THE SAME HOUSEHCLD IN THE PRINCIPAL PLACE OF RESIDENCE OF A PERSON DESCRIBED
IN PARAGRAPH 1.

3. THE IMMEDIATE SUPERVISOR OF A PERSON DESCRIBED IN PARAGRAPH 1.

Sec. 7. Section 5-522, Arizona Revised Statutes, is amended to read:

5-522. Use of monies in state lottery fund

A. The monies in the state lottery fund shall be expended only for the
following purposes and in the order provided:

1. For the expenses of the commission incurred in carrying out its
powers and duties and in the operation of the lottery.

2 op—the—popayitert—te—the—state—general—fund—of—any-—amount
Fpprepriated—te—the—fund-

2= 2. For payment to the commerce and economic development commission
fund established by section 41-1505.10 of not less than thirty-two and
one-half per cent of the revenues received from the sale of two special
lottery games conducted for the benefit of economic development.

4— 3. Except as provided in subsection E of this section, for payment
to the Tocal transportation assistance fund established by section 28-2601
of not less than thirty-one and one-half per cent of the revenues received
from the sale of multistate lottery games, up to a maximum of eighteen
million dollars each fiscal year.

B. Of the monies remaining in the state lottery fund after the
appropriations authorized in subsection A of this section seventy-five per
cent up to a maximum of twenty-three million dollars each fiscal year shatli
be deposited in the local transportation assistance fund established pursuant
to section 28-2601 and twenty-five per cent up to a maximum of seven million
six hundred fifty thousand dollars each fiscal year shall be deposited in the
county assistance fund established pursuant to section 41-175. Monies
distributed pursuant to this subsection shall be in addition to monies
distributed pursuant to subsection A, paragraph 4 3 of this section,

C. MNotwithstanding subsection B of this section, if the state lottery
director determines at the beginning of any fiscal year that monies available
to cities, towns and counties under this section may not equal thirty miilion
six hundred fifty thousand doilars, then he shall not authorize deposits to
the county assistance fund until the deposits to the local transportation
assistance fund equal twenty-three million doilars.

B. 0f the monies remaining in the state lottery fund each fiscal year
after appropriations and deposits authorized in subsections A, B and C of
this section, ten million dollars shall be deposited in the Arizona state
parks board heritage fund estabiished pursuant to section 41-502 and ten
mitlion dollars shall be deposited in the Arizona game and fish commission
heritage fund established pursuant to section 17-297.

E. Notwithstanding subsection A, paragraph 4 3 of this section, if
the state lottery director determines that monies available to the state

- 8 -
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general fund may not equal forty-five miliion dollars in a fiscal year, then
the director shall not authorize deposits to the local transportation
assistance fund pursuant to subsection A, paragraph 4— 3 of this section
untii the deposits to the state general fund equal forty-five million dollars
in a fiscal year.

F. A1l monies remaining in the state Tottery fund after the
appropriations and deposits authorized in this section shall be deposited in
the state general fund.

G. Except for monies expended as provided in section 5-504, subsection
£ F and section 41-1505.10, monies expended under subsection A of this
section shall be subject to legislative appropriation beginning with the
fiscal year which commences July 1, 1989,

Sec. B. Section 5-523, Arizona Revised Statutes, is amended to read:

5-523. State lottery prize fund: setoff for state debts:

notification to department of economic security

A. There is established in the office of the state treasurer a
separate fund known as the state lottery prize fund. That portion of the
gross proceeds which is apportioned pursuant to section 5-505, subsection C
shall be deposited directly in the state lottery prize fund as the commission
receives such proceeds and shall be available for payment of prizes to the
holders of winning tickets or shares or for the other purposes provided for
in section 5-518. Procedures for payments to winners from this fund shall
be established by ruie OR QRDER of the commission. Notwithstanding any other
statute, transfers or payments to or from the state lottery prize fund are
not appropriations by the legislature, and deposits in the state lottery
prize fund are not subject to appropriation by the Tlegislature.

B. Payments to winners which are payable by the commission or lottery
redemption agents pursuant to this section in an amount in excess of six
hundred dollars are subject to setoff under section $-52G,

€. The commission shall furnish the department of economic security
with the names and the sccial security mumber NUMBERS of persons who are paid
lottery prizes or winnings in an amount in excess of six hundred dollars
pursuant to this section for purposes prescribed by section 41-1965. The
department of economic security shall pay the commission for the cost of
furnishing the information.

Sec. 9. Section 28-2601, Arizona Revised Statutes, as amended by Laws
1996, chapter 17, is amended to read:

28-2601. local transportation assistance fund

A. There 1is established a 1local transportation assistance fund
consisting of wmonies deposited from the state igttery fund pursuant to
section 5-522, funds appropriated pursuant tc subsection B of this section
and interest earned on local transportation assistance monies as provided in
section 28-2602, subsection B.
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B. The legislature shall appropriate any amounts which are necessary
in order to provide a total of the funds available in the 1local
transportation assistance fund for each fiscal year in the amount of twenty
million five hundred thousand doliars.

C. A maximum amount of twenty-three million dolTars may be deposited
in the local transportation assistance fund each fiscal year from the state
lottery fund as provided in section 5-522, subsection B.

D. A maximum amount of eighteen million dollars may be deposited in
the Tlocal transportation assistance fund each fiscal year from the state
lottery fund as provided in section 5-522, subsection A, paragraph 4— 3

Sec. 10. Section 28-2602, Arizona Revised Statutes, as amended by Laws
1996, chapter 17, is amended to read:

28-2602. Distribution from fund: definitions

A. The state treasurer shall pay incorporated cities and towns from
the available monies deposited in the local transportation assistance fund
pursuant to section 5-522, subsection B. A city or town shall receive monies
in the proportion that the population of each city or town bears to the
total population of all cities and towns within this state, except that a
city or town ds entitled to receive at least ten thousand dollars.

B. The state treasurer may tinvest inactive monies in the Tlocal
transportation assistance fund in bonds or other evidences of 1indebtedness
of the United States or any of its agencies or instrumentalities when the
obligations are guaranteed as to principal and interest by the United States
or by any agency or instrumentalities of the United States. The state
treasurer shall credit all interest earned on Tocal transportation assistance
monies to the local transportation assistance fund.

C. The state treasurer shall pay cities and towns as provided in
subsection A of this section a maximum amount of twenty-three miilion dollars
in any one fiscal year from the local transportation assistance fund. The
state treasurer shall pay counties, c¢ities, towns and the public
transportation fund as provided in subsection D of this section a maximum
amount of eighteen million doliars in any one fiscal year from the local
transportation assistance fund.

D. The state lottery director shall determine the proportion that
ticket sales of lottery games in each county each month bears to the total
ticket sales in this state each month and notify the state treasurer. The
state treasurer shall allocate the monies deposited 1in the Tlocal
transportation assistance fund pursuant to section 5-522, subsection A,
paragraph 4—- 3 to each county in the proportion that ticket sales of lottery
games in each county bears to the total ticket sales in this state. Each
month the state treasurer shall pay one-twelfth of the annual amount of
available monies deposited in the fund as follows:

1. To each county with a population of less than one million two
hundred thousand persons and toc each city and town within such a county, an

-10-
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amount in the proportion that the incorporated popuilation of each city or
town and unincorporated population of the county bears to the total
population in that county. In a county with a population of less than five
hundred thousand persons, these monies shall be used for transportation
purposes. In a county with a population of five hundred thousand or more
persons, but less than one million two hundred thousand persons, these monies
shall be used for public transportation operating and related capital
purposes.

2. To each county with a population of one million two hundred
thousand or more persons for deposit in the public transportation fund
established by section 28-2502. These monies shall be used for public
transportation operating and related capital purpeses.

E. A ¢city or town with a population of three hundred thousand persons
or less shall use the monies received under subsection A of this section for
transportation purposes except as provided in section 28-2603. Such a city
or town may use the monies for public transportation operating and related
capital purposes. A city or town with a population exceeding three hundred
thousand persons shall use the monies received under subsection A of this
section for public transportation operating and related capital purposes
except as provided in section 28-2603.

F. In this section, unless the context otherwise requires:

1. "Population™ means the population of a city. town or county as
defined pursuant to section 41-563.

2. “Public transportation” means local transportation of passengers
by means of a public conveyance.

APPROVED GOVERNOR APRIL 10, 1996

FILED IN TEE OF OF THE SECRETARY OF STATE APRIL 11, 1596.




