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AMENDING SECTIONS 5-504, 5-505, 5-522, 5-554, 5-555 AND 5-572, ARIZONA
REVISED STATUTES; AMENDING SECTION 15-213.01, ARIZONA REVISED STATUTES, AS
AMENDED BY LAWS 2009, CHAPTER 101, SECTION 1; AMENDING SECTION 15-972,
ARIZONA REVISED STATUTES, AS AMENDED BY LAWS 2010, SEVENTH SPECIAL SESSION,
CHAPTER 8, SECTION 5; AMENDING SECTION 15-1628.03, ARIZONA REVISED STATUTES;
AMENDING TITLE 20, CHAPTER 2, ARTICLE 1, ARIZONA REVISED STATUTES, BY ADDING
SECTION 20-224.03; AMENDING SECTIONS 20-224.04, 28-2416, 28-7282, 28-7284,
28-7286, 34-451, 36-274 AND 40-360.01, ARIZONA REVISED STATUTES; TRANSFERRING
AND RENUMBERING SECTIONS 41-1509, 41-1510 AND 41-1515.01, ARIZONA REVISED
STATUTES, FOR PLACEMENT IN TITLE 41, CHAPTER 1, ARTICLE 1, ARIZONA REVISED
STATUTES, AS SECTIONS 41-110, 41-111 AND 41-112, ARIZONA REVISED STATUTES,
RESPECTIVELY; AMENDING SECTIONS 41-110, 41-111 AND 41-112, ARIZONA REVISED
STATUTES, AS TRANSFERRED AND RENUMBERED BY THIS ACT; AMENDING SECTIONS
41-191.09, 41-192, 41-724, 41-803 AND 41-1005, ARIZONA REVISED STATUTES;
CHANGING THE DESIGNATION OF TITLE 41, CHAPTER 10, ARIZONA REVISED STATUTES,
TO "ARIZONA COMMERCE AUTHORITY"; REPEALING SECTIONS 41-1501, 41-1502,
41-1503, 41-1504, 41-1504.01, 41-1504.02, 41-1505.01, 41-1505.02, 41-1505.03,
41-1505.04, 41-1505.05, 41-1505.06, 41-1505.07, 41-1505.08, 41-1505.10 AND
41-1506, ARIZONA REVISED STATUTES; AMENDING TITLE 41, CHAPTER 10, ARTICLE 1,
ARIZONA REVISED STATUTES, BY ADDING NEW SECTIONS 41-1501, 41-1502, 41-1503,
41-1504, 41-1505 AND 41-1506; RENUMBERING SECTION 41-1505.09, ARIZONA REVISED
STATUTES, AS SECTION 41-1506.01; AMENDING SECTION 41-1506.01, ARIZONA REVISED
STATUTES, AS RENUMBERED BY THIS ACT; AMENDING SECTIONS 41-1507, 41-1508,
41-1510.01 AND 41-1511, ARIZONA REVISED STATUTES; REPEALING SECTIONS 41-1513,
41-1514 AND 41-1514.01, ARIZONA REVISED STATUTES; AMENDING SECTION



41-1514.02, ARIZONA REVISED STATUTES; REPEALING SECTION 41-1515, ARIZONA
REVISED STATUTES; AMENDING SECTIONS 41-1516, 41-1517, 41-1517.01 AND 41-1518,
ARIZONA REVISED STATUTES; REPEALING SECTIONS 41-1518.01 AND 41-1519, ARIZONA
REVISED STATUTES; AMENDING TITLE 41, CHAPTER 10, ARTICLE 1, ARIZONA REVISED
STATUTES, BY ADDING SECTION 41-1525; AMENDING SECTIONS 41-1531, 41-1532,
41-1533, 41-1541, 41-1542, 41-1543 AND 41-1544, ARIZONA REVISED STATUTES;
AMENDING TITLE 41, CHAPTER 10, ARIZONA REVISED STATUTES, BY ADDING ARTICLE 5;
REPEALING TITLE 41, CHAPTER 10, ARTICLE 6, ARIZONA REVISED STATUTES; AMENDING
TITLE 41, CHAPTER 10, ARIZONA REVISED STATUTES, BY ADDING A NEW ARTICLE 6;
TRANSFERRING AND RENUMBERING SECTIONS 41-1561, 41-1562, 41-1563 AND 41-1564,
ARIZONA REVISED STATUTES, FOR PLACEMENT IN TITLE 41, CHAPTER 10, ARTICLE 6,
ARIZONA REVISED STATUTES, AS ADDED BY THIS ACT, AS SECTIONS 41-1552,
41-1552.01, 41-1552.02 AND 41-1552.03, RESPECTIVELY; REPEALING THE CHAPTER
HEADING OF TITLE 41, CHAPTER 10.1, ARIZONA REVISED STATUTES; REPEALING THE
ARTICLE HEADING OF TITLE 41, CHAPTER 10.1, ARTICLE 1, ARIZONA REVISED
STATUTES; AMENDING SECTIONS 41-1552.01 AND 41-1552.02, ARIZONA REVISED
STATUTES, AS TRANSFERRED AND RENUMBERED BY THIS ACT; AMENDING TITLE 41,
ARIZONA REVISED STATUTES, BY ADDING CHAPTER 18; TRANSFERRING AND RENUMBERING
SECTIONS 41-1554, 41-1554.01, 41-1554.02, 41-1554.03, 41-1554.04, 41-1554.05,
41-1554.06, 41-1554.07, 41-1554.08, 41-1554.09, 41-1554.10, 41-1554.11 AND
41-1554.12, ARIZONA REVISED STATUTES, FOR PLACEMENT IN TITLE 41, CHAPTER 18,
ARTICLE 1, ARIZONA REVISED STATUTES, AS ADDED BY THIS ACT, AS SECTIONS
41-2251, 41-2252, 41-2253, 41-2254, 41-2255, 41-2256, 41-2257, 41-2258,
41-2259, 41-2260, 41-2261, 41-2262 AND 41-2263, RESPECTIVELY; REPEALING THE
ARTICLE HEADING OF TITLE 41, CHAPTER 10, ARTICLE 8, ARIZONA REVISED STATUTES;
AMENDING SECTIONS 41-2251, 41-2252, 41-2254 AND 41-2256, ARIZONA REVISED
STATUTES, AS TRANSFERRED AND RENUMBERED BY THIS ACT; AMENDING SECTIONS
41-2501, 41-2706 AND 41-2752, ARIZONA REVISED STATUTES; REPEALING SECTIONS
41-3011.04 AND 41-3014.17, ARIZONA REVISED STATUTES; AMENDING SECTION
41-3015.01, ARIZONA REVISED STATUTES; AMENDING TITLE 41, CHAPTER 27, ARTICLE
2, ARIZONA REVISED STATUTES, BY ADDING SECTION 41-3016.29; AMENDING SECTIONS
42-2003, 42-5029, 42-5159, 42-11127, 42-12003, 42-12004, 42-12006, 42-12052,
42-12053, 42-12054, 42-13054, 42-15001, 42-15002, 42-15102, 42-15103,
42-16251 AND 43-206, ARIZONA REVISED STATUTES; AMENDING TITLE 43, CHAPTER 4,
ARTICLE 1, ARIZONA REVISED STATUTES, BY ADDING SECTION 43-409; AMENDING
SECTIONS 43-1022, 43-1024, 43-1031 AND 43-1042, ARIZONA REVISED STATUTES;
AMENDING TITLE 43, CHAPTER 10, ARTICLE 5, ARIZONA REVISED STATUTES, BY ADDING
SECTION 43-1074; AMENDING SECTION 43-1074.01, ARIZONA REVISED STATUTES, AS
AMENDED BY LAWS 2010, CHAPTER 289, SECTION 2 AND CHAPTER 312, SECTION 3;
AMENDING SECTION 43-1074.01, ARIZONA REVISED STATUTES, AS AMENDED BY LAWS
2010, CHAPTER 289, SECTION 3 AND CHAPTER 312, SECTION 4; AMENDING SECTIONS
43-1074.02, 43-1076, 43-1077, 43-1078, 43-1079 AND 43-1083.01, ARIZONA
REVISED STATUTES; REPEALING SECTION 43-1088.01, ARIZONA REVISED STATUTES;
AMENDING SECTIONS 43-1111 AND 43-1139, ARIZONA REVISED STATUTES; AMENDING
TITLE 43, CHAPTER 11, ARTICLE 6, ARIZONA REVISED STATUTES, BY ADDING SECTION
43-1161; AMENDING SECTIONS 43-1162, 43-1164.01, 43-1165, 43-1166 AND 43-1167,
ARIZONA REVISED STATUTES; AMENDING SECTION 43-1168, ARIZONA REVISED STATUTES,
AS AMENDED BY LAWS 2010, CHAPTER 289, SECTION 6 AND CHAPTER 312, SECTION 7;
AMENDING SECTION 43-1168, ARIZONA REVISED STATUTES, AS AMENDED BY LAWS 2010,
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CHAPTER 289, SECTION 7 AND CHAPTER 312, SECTION 8; REPEALING SECTION 43-1179,
ARIZONA REVISED STATUTES; AMENDING SECTIONS 44-1375.02, 44-1375.03, 44-1843,
44-1861, 44-1892 AND 44-2053, ARIZONA REVISED STATUTES; REPEALING SECTION
44-2054, ARIZONA REVISED STATUTES; AMENDING SECTIONS 44-3324, 44-3325 AND
49-554, ARIZONA REVISED STATUTES; AMENDING LAWS 2000, CHAPTER 383, SECTION
10, AS AMENDED BY LAWS 2002, CHAPTER 264, SECTION 4 AND LAWS 2007, CHAPTER
293, SECTION 3; RELATING TO THE ARIZONA COMMERCE AUTHORITY.
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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 5-504, Arizona Revised Statutes, 1is amended to
read:

5-504. Commission; director: powers and duties; definitions

A. The commission shall meet with the director not less than once each
quarter to make recommendations and set policy, receive reports from the
director and transact other business properly brought before the commission.

B. The commission shall 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 title 41, chapter 6. Rules 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.

2. The method of selecting the winning tickets or shares for
noncomputerized online games, except that no method may be used that, 1in
whole or in part, depends on the results of a dog race, a horse race or any
sporting event.

3. The manner of payment of prizes to the holders of winning tickets
or shares, including 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 altered, stolen or
counterfeit tickets or based on any tickets that fail to meet established
validation requirements, including rules stated on the ticket or in the
published game rules, and confidential validation tests applied consistently
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 1is entitled to a particular prize, the sole remedy of the
claimants is the award to each of them of an equal portion of the single
prize.

4. The method to be used in 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.

5. The Ticensing of agents to sell tickets or shares, except that a
person who is under eighteen years of age shall not be Ticensed as an agent.

6. The manner and amount of compensation to be paid Ticensed sales
agents necessary to provide for the adequate availability of tickets or
shares to prospective buyers and for the convenience of the public, including
provision for variable compensation based on sales volume.

7. Matters necessary or desirable for the efficient and economical
operation and administration of the Tottery and for the convenience of the
purchasers of tickets or shares and the holders of winning tickets or shares.
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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 to the following:

1. The prices of tickets or shares in lottery games.

2. The themes, game play-styles, and names of Tottery games and
definitions of symbols and other characters used in Tottery games, except
that each ticket or share in a TJlottery game shall bear a unique
distinguishable serial number.

3. The sale of tickets or shares at a discount for promotional
purposes.

4. The prize structure of Tottery games, including the number and size
of prizes available. Available prizes may include free tickets in Tottery
games and merchandise prizes.

5. The frequency of drawings, if any, or other selections of winning
tickets or shares, except that:

(a) A1l drawings shall be open to the public.

(b) The actual selection of winning tickets or shares may not be
performed by an employee or member of the commission.

(c) Noncomputerized online 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. Notwithstanding title 41, chapter 6 and subsection B of this
section, the director, subject to the approval of the commission, may
establish a policy, procedure or practice that relates to an existing online
game or a new online game that is the same type and has the same type of game
play-style as an online game currently being conducted by the Tottery or may
modify an existing rule for an existing online game or a new online game that
is the same type and has the same type of game play-style as an online game
currently being conducted by the Tottery, including establishing or modifying
the matrix for an online game by giving notice of the establishment or
modification at 1least thirty days before the effective date of the
establishment or modification.

E. 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 number of prizes of each
particular denomination expected to be awarded in any instant game currently
on sale.
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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.

F. Any information that is maintained by the commission and that would
assist a person in Tocating or identifying a winning ticket or share or that
would otherwise compromise the integrity of any lottery game 1is deemed
confidential and is not subject to public inspection.

G. The commission, in addition to other games authorized by this
article, shall establish 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 ecemmerce—and—economic—devetlepment—commissien ARIZONA COMPETES fund, as
provided in section 5-522, subsection As—paragraph—2 B, 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 monies for prizes do not become an expense to the Tottery
commission's annual appropriation as provided in section 5-505, subsection D
and section 5-522, subsection H- I. Monies saved from the revenues of the
special games, by reason of operating efficiencies, shall become other
revenue of the Tottery commission and revert to the state general fund.

H. The commission, in addition to other games authorized by this
article, may establish multistate Tottery games to be conducted concurrently
with other Tlottery games authorized under subsections B and G of this
section. The monies for prizes, for operating expenses and for payment to
the state general fund 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 multistate lottery games.

I. The commission, in addition to other games authorized by this
article, shall establish special instant ticket games with play areas
protected by paper tabs designated for use by charitable organizations. The
monies for prizes and for operating expenses shall be accounted for
separately as nearly as practicable in the Tottery commission's general
accounting system. Monies saved from the revenues of the special games, by
reason of operating efficiencies, shall become other revenue of the lottery
commission and revert to the state general fund.

J. The commission or director shall not establish or operate any
online or electronic keno game or any game played on the internet.

K. The commission or director shall not establish or operate any
lottery game or any type of game play-style, either individually or 1in
combination, that uses gaming devices or video Tottery terminals as those
terms are used in section 5-601.02, including monitor games that produce or
display outcomes or results more than once per hour.

_3_



O NOYO B~ WN

H.B. 2001

L. The director shall print, in a prominent location on each Tottery
ticket or share, a statement that help is available if a person has a problem
with gambling and a toll-free telephone number where problem gambling
assistance is available. The director shall require all licensed agents to
post a sign with the statement that help is available if a person has a
problem with gambling and the tol1-free telephone number at the point of sale
as prescribed and supplied by the director. The requirements of this
subsection apply to tickets and shares printed after July 18, 2000.

M. For the purposes of this section:

1. "Charitable organization™ means any nonprofit organization,
including not more than one auxiliary of that organization, that has operated
for charitable purposes 1in this state for at 1least two years before
submitting a license application under this article.

2. "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.

3. "Matrix"™ means the odds of winning a prize and the prize payout
amounts in a given game.

Sec. 2. 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 and not more than fifteen per cent of the total annual revenues
from the sale of special instant games authorized under section 5-504,
subsection I shall be deposited in the state Tottery fund established by
section 5-521 to be expended for the following:

1. The payment of costs incurred in the operation and administration
of the lottery, including the expenses of the commission and the costs
resulting from any contract or contracts entered into for consulting or
operational 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 Tottery employees.

4. Payment of compensation to licensed sales agents necessary to
provide for the adequate availability of tickets or services to prospective
buyers and for the convenience of the public. Except as otherwise provided
in this paragraph, compensation of Ticensed sales agents shall be at least
five and one-half per cent but not more than eight per cent of the price of
each ticket or share that a retail sales agent sells in instant games and
online games, less the price of any tickets or shares that are voided.
Compensation of a licensed sales agent who is designated as a charitable
organization as defined in section 5-504 shall be twenty per cent of the
price of each special instant game authorized under section 5-504,
subsection I.
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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.

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

C. A1l other revenues accruing from the sale of lottery tickets or
shares in online games or instant games shall be deposited in the state
lottery fund established by section 5-521 to be used as prescribed by section
5-522.

D. Except for monies for prizes expended as provided in section 5-504,
subsection G and section 41-1565-10 41-1545.01, monies expended under
subsection A of this section shall be subject to legislative appropriation.

Sec. 3. Section 5-522, Arizona Revised Statutes, is amended to read:

5-522. Use of monies in state lottery fund; report

A. The monies in the state lottery fund shall be expended enty—fer—the
followingpurposes—and—n—theorderprovided:

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

B. OF THE MONIES REMAINING IN THE STATE LOTTERY FUND EACH FISCAL YEAR
AFTER APPROPRIATIONS AND DEPOSITS AUTHORIZED IN SUBSECTION A OF THIS SECTION,
THREE MILLION FIVE HUNDRED THOUSAND DOLLARS SHALL BE DEPOSITED IN THE ARIZONA
COMPETES FUND ESTABLISHED BY SECTION 41-1545.01.

B~ C. Of the monies remaining in the state lottery fund each fiscal
year after appropriations and deposits authorized in subseetion SUBSECTIONS A
AND B of this section, ten million dollars shall be deposited in the Arizona
game and fish commission heritage fund established by section 17-297.

£~ D. Of the monies remaining in the state lottery fund each fiscal
year after appropriations and deposits authorized in subsections A, and B AND
C of this section, five million dollars shall be allocated to the department
of economic security for the healthy families program established by section
8-701, four million dollars shall be allocated to the Arizona board of
regents for the Arizona area health education system established by section
15-1643, three million dollars shall be allocated to the department of health
services to fund the teenage pregnancy prevention programs established in
Laws 1995, chapter 190, sections 2 and 3, two million dollars shall be
allocated to the department of health services for the health start program
established by section 36-697, two million dollars shall be deposited in the
disease control research fund established by section 36-274 and one million
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dollars shall be allocated to the department of health services for the
federal women, infants and children food program. The allocations in this
subsection shall be adjusted annually according to changes in the GDP price
deflator as defined in section 41-563 and the allocations are exempt from the
provisions of section 35-190, relating to Tlapsing of appropriations. If
there are not sufficient monies available pursuant to this subsection, the
allocation of monies for each program shall be reduced on a pro rata basis.

B~ E. If the state lottery director determines that monies available
to the state general fund may not equal eighty million six hundred fifty
thousand dollars in a fiscal year, the director shall not authorize deposits
to the Arizona game and fish commission heritage fund pursuant to subsection
B of this section until the deposits to the state general fund equal eighty
million six hundred fifty thousand dollars in a fiscal year.

£ F. Of the monies remaining in the state lottery fund each fiscal
year after appropriations and deposits authorized in subsections A through B—
E of this section, one million dollars or the remaining balance in the fund,
whichever is less, is appropriated to the department of economic security for
grants to nonprofit organizations, including faith based organizations, for
homeless emergency and transitional shelters and related support services.
The department of economic security shall submit a report on the amounts,
recipients, purposes and results of each grant to the governor, the speaker
of the house of representatives and the president of the senate on or before
December 31 of each year for the prior fiscal year and shall provide a copy
of this report to the secretary of state.

+ G. Beginning in fiscal year 2010-2011, of the monies remaining in
the state Tottery fund each fiscal year after appropriations and deposits
authorized in subsections A through £ F of this section, and after a total
of at least ninety-six million one hundred forty thousand dollars has been
deposited in the state general fund, the remaining balance in the state
lottery fund shall be deposited in the university capital 1improvement
lease-to-own and bond fund established by section 15-1682.03, up to a maximum
of eighty per cent of the total annual payments of Tease-to-own and bond
agreements entered into by the Arizona board of regents.

6=~ H. 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.

H- I. Except for monies expended for prizes as provided in section
5-504, subsection G and section 41-1565-10 41-1545.01, monies expended under
subsection A of this section are subject to legislative appropriation.

Sec. 4. Section 5-554, Arizona Revised Statutes, is amended to read:

5-554, Commission; director; powers and duties; definitions

A. The commission shall meet with the director not less than once each
quarter to make recommendations and set policy, receive reports from the
director and transact other business properly brought before the commission.
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B. The commission shall 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 title 41, chapter 6. Rules 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.

2. The method of selecting the winning tickets or shares for
noncomputerized online games, except that no method may be used that, in
whole or in part, depends on the results of a dog race, a horse race or any
sporting event.

3. The manner of payment of prizes to the holders of winning tickets
or shares, including 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 altered, stolen or
counterfeit tickets or based on any tickets that fail to meet established
validation requirements, including rules stated on the ticket or in the
published game rules, and confidential validation tests applied consistently
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 1is entitled to a particular prize, the sole remedy of the
claimants is the award to each of them of an equal portion of the single
prize.

4. The method to be used in 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.

5. The Ticensing of agents to sell tickets or shares, except that a
person who is under eighteen years of age shall not be Ticensed as an agent.

6. The manner and amount of compensation to be paid Ticensed sales
agents necessary to provide for the adequate availability of tickets or
shares to prospective buyers and for the convenience of the public, including
provision for variable compensation based on sales volume.

7. Matters necessary or desirable for the efficient and economical
operation and administration of the Tottery 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 to the following:

1. The prices of tickets or shares in lottery games.

2. The themes, game play-styles, and names of Tottery games and
definitions of symbols and other characters used in Tottery games, except
that each ticket or share in a TJlottery game shall bear a unique
distinguishable serial number.
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3. The sale of tickets or shares at a discount for promotional
purposes.

4. The prize structure of lottery games, including the number and size
of prizes available. Available prizes may include free tickets in Tottery
games and merchandise prizes.

5. The frequency of drawings, if any, or other selections of winning
tickets or shares, except that:

(a) A1l drawings shall be open to the public.

(b) The actual selection of winning tickets or shares may not be
performed by an employee or member of the commission.

(c) Noncomputerized online 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 5-568.

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. Notwithstanding title 41, chapter 6 and subsection B of this
section, the director, subject to the approval of the commission, may
establish a policy, procedure or practice that relates to an existing online
game or a new online game that is the same type and has the same type of game
play-style as an online game currently being conducted by the Tottery or may
modify an existing rule for an existing online game or a new online game that
is the same type and has the same type of game play-style as an online game
currently being conducted by the Tottery, including establishing or modifying
the matrix for an online game by giving notice of the establishment or
modification at 1least thirty days before the effective date of the
establishment or modification.

E. 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 number 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 5-568, 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.

F. Any information that is maintained by the commission and that would
assist a person in locating or identifying a winning ticket or share or that
would otherwise compromise the integrity of any lottery game 1is deemed
confidential and is not subject to public inspection.

_8_
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G. The commission, in addition to other games authorized by this
article, shall establish 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 coemmerce—and—econromic—development—commissien ARIZONA COMPETES fund, as
provided in section 5-572, subsection As—paragraph—2 B, 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 monies for prizes do not become an expense to the lottery
commission's annual appropriation as provided in section 5-555, subsection D
and section 5-572, subsection d4— I. Monies saved from the revenues of the
special games, by reason of operating efficiencies, shall become other
revenue of the lottery commission and revert to the state general fund.

H. The commission, in addition to other games authorized by this
article, may establish multistate lottery games to be conducted concurrently
with other lottery games authorized under subsections B and G of this
section. The monies for prizes, for operating expenses and for payment to
the state general fund 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 multistate lottery games.

I. The commission, in addition to other games authorized by this
article, shall establish special instant ticket games with play areas
protected by paper tabs designated for use by charitable organizations. The
monies for prizes and for operating expenses shall be accounted for
separately as nearly as practicable in the Tottery commission's dgeneral
accounting system. Monies saved from the revenues of the special games, by
reason of operating efficiencies, shall become other revenue of the lottery
commission and revert to the state general fund.

J. The commission or director shall not establish or operate any
online or electronic keno game or any game played on the internet.

K. The commission or director shall not establish or operate any
lottery game or any type of game play-style, either individually or in
combination, that uses gaming devices or video lottery terminals as those
terms are used in section 5-601.02, including monitor games that produce or
display outcomes or results more than once per hour.

L. The director shall print, in a prominent location on each Tottery
ticket or share, a statement that help is available if a person has a problem
with gambling and a toll-free telephone number where problem gambling
assistance is available. The director shall require all Ticensed agents to
post a sign with the statement that help is available if a person has a
problem with gambling and the toll1-free telephone number at the point of sale
as prescribed and supplied by the director. The requirements of this
subsection apply to tickets and shares printed after July 18, 2000.
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M. For the purposes of this section:

1. "Charitable organization™ means any nonprofit organization,
including not more than one auxiliary of that organization, that has operated
for charitable purposes 1in this state for at 1least two years before
submitting a license application under this article.

2. "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.

3. "Matrix"™ means the odds of winning a prize and the prize payout
amounts in a given game.

Sec. 5. Section 5-555, Arizona Revised Statutes, is amended to read:

5-555. 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 and not more than fifteen per cent of the total annual revenues
from the sale of special instant games authorized under section 5-554,
subsection I shall be deposited in the state Tottery fund established by
section 5-571 to be expended for the following:

1. The payment of costs incurred in the operation and administration
of the lottery, including the expenses of the commission and the costs
resulting from any contract or contracts entered into for consulting or
operational services.

2. Independent audits, which shall be performed annually in addition
to the audits required by section 5-574.

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

4. Payment of compensation to licensed sales agents necessary to
provide for the adequate availability of tickets or services to prospective
buyers and for the convenience of the public. Except as otherwise provided
in this paragraph, compensation of Ticensed sales agents shall be at least
five and one-half per cent but not more than eight per cent of the price of
each ticket or share that a retail sales agent sells in instant games and
online games, less the price of any tickets or shares that are voided.
Compensation of a licensed sales agent who is designated as a charitable
organization as defined in section 5-554 shall be twenty per cent of the
price of each special instant game authorized under section 5-554,
subsection I.

5. The payment of reasonable fees to redemption agents as authorized
by section 5-569.

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

B. Not Tess than fifty per cent of the total annual revenues accruing
from the sale of Tottery tickets or shares shall be deposited in the state
lottery prize fund established by section 5-573 for payment of prizes to the
holders of winning tickets or shares or for other purposes provided for in
section 5-568.
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C. A1l other revenues accruing from the sale of lottery tickets or
shares in online games or instant games shall be deposited in the state
lottery fund established by section 5-571 to be used as prescribed by section
5-572.

D. Except for monies for prizes expended as provided in section 5-554,
subsection G and section 41-1565-10 41-1545.01, monies expended under
subsection A of this section shall be subject to legislative appropriation.

Sec. 6. Section 5-572, Arizona Revised Statutes, is amended to read:

5-572. Use of monies in state lottery fund; report

A. If there are any bonds or bond related obligations payable from the
state Tottery revenue bond debt service fund, the state Tottery revenue bond
debt service fund shall be secured by a first Tien on the monies in the state
lottery fund after the payment of operating costs of the lottery, as
prescribed in section 5-555, subsection A, paragraph 1, until the state
lottery bond debt service fund contains sufficient monies to meet all the
requirements for the current period as required by the bond documents. Debt
service for revenue bonds issued pursuant to this chapter shall be paid first
from monies that would have otherwise been deposited pursuant to this section
in the state general fund. After the requirements for the current period
have been satisfied as required by the bond documents, the monies in the
state lottery fund shall be expended enty—for—the—fotlowing—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.

\/ v

B. OF THE MONIES REMAINING IN THE STATE LOTTERY FUND EACH FISCAL YEAR
AFTER APPROPRIATIONS AND DEPOSITS AUTHORIZED IN SUBSECTION A OF THIS SECTION,
THREE MILLION FIVE HUNDRED THOUSAND DOLLARS SHALL BE DEPOSITED IN THE ARIZONA
COMPETES FUND ESTABLISHED BY SECTION 41-1545.01.

B~ C. Of the monies remaining in the state lottery fund each fiscal
year after appropriations and deposits authorized in subseetion SUBSECTIONS A
AND B of this section, ten million dollars shall be deposited in the Arizona
game and fish commission heritage fund established by section 17-297.

£~ D. Of the monies remaining in the state lottery fund each fiscal
year after appropriations and deposits authorized in subsections A, and B AND
C of this section, five million dollars shall be allocated to the department
of economic security for the healthy families program established by section
8-701, four million dollars shall be allocated to the Arizona board of
regents for the Arizona area health education system established by section
15-1643, three million dollars shall be allocated to the department of health
services to fund the teenage pregnancy prevention programs established in
Laws 1995, chapter 190, sections 2 and 3, two million dollars shall be
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allocated to the department of health services for the health start program
established by section 36-697, two million dollars shall be deposited in the
disease control research fund established by section 36-274 and one million
dollars shall be allocated to the department of health services for the
federal women, infants and children food program. The allocations in this
subsection shall be adjusted annually according to changes in the GDP price
deflator as defined in section 41-563 and the allocations are exempt from the
provisions of section 35-190 relating to lapsing of appropriations. If there
are not sufficient monies available pursuant to this subsection, the
allocation of monies for each program shall be reduced on a pro rata basis.

B~ E. If the state Tottery director determines that monies available
to the state general fund may not equal eighty million six hundred fifty
thousand dollars in a fiscal year, the director shall not authorize deposits
to the Arizona game and fish commission heritage fund pursuant to subsection
B of this section until the deposits to the state general fund equal eighty
million six hundred fifty thousand dollars in a fiscal year.

£ F. Of the monies remaining in the state lottery fund each fiscal
year after appropriations and deposits authorized in subsections A through B—
E of this section, one million dollars or the remaining balance in the fund,
whichever is less, is appropriated to the department of economic security for
grants to nonprofit organizations, including faith based organizations, for
homeless emergency and transitional shelters and related support
services. The department of economic security shall submit a report on the
amounts, recipients, purposes and results of each grant to the governor, the
speaker of the house of representatives and the president of the senate on or
before December 31 of each year for the prior fiscal year and shall provide a
copy of this report to the secretary of state.

+ G. Of the monies remaining in the state lottery fund each fiscal
year after appropriations and deposits authorized in subsections A through £
F of this section, and after a total of at least ninety-six million one
hundred forty thousand dollars has been deposited in the state general fund,
the remaining balance in the state Tottery fund shall be deposited in the
university capital improvement Tease-to-own and bond fund established by
section 15-1682.03, up to a maximum of eighty per cent of the total annual
payments of Tease-to-own and bond agreements entered into by the Arizona
board of regents.

6+~ H. 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.

H- I. Except for monies expended for prizes as provided in section
5-554, subsection G and section 41150516 41-1545.01 and for debt service of
revenue bonds as provided in subsection A of this section, monies expended
under subsection A of this section are subject to legislative appropriation.
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Sec. 7. Section 15-213.01, Arizona Revised Statutes, as amended by
Laws 2009, chapter 101, section 1, is amended to read:

15-213.01. Procurement practices; quaranteed energy cost

savings contracts; definitions

A. Notwithstanding section 15-213, subsection A, a school district may
contract for the procurement of a guaranteed energy cost savings contract
with a qualified provider through a competitive sealed proposal process as
provided by the procurement practices adopted by the state board of
education.

B. A school district may enter into a guaranteed energy cost savings
contract with a qualified provider if it determines that the amount it would
spend on the energy cost savings measures recommended in the proposal would
not exceed the amount to be saved in energy and operational costs over the
expected T1ife of the energy cost savings measures implemented or within
twenty-five years, whichever is shorter, after the date installation or
implementation is complete, if the recommendations in the proposal are
followed. The school district shall retain the cost savings achieved by a
guaranteed energy cost saving contract, and these cost savings may be used to
pay for the contract and project implementation. A school district shall not
use excess utilities monies for the contract or for project implementation.

C. The school district shall use objective criteria in selecting the
qualified provider, including the cost of the contract, the energy and
operational cost savings, the net projected energy savings, the quality of
the technical approach, the quality of the project management plan, the
financial solvency of the qualified provider and the experience of the
qualified provider with projects of similar size and scope. The school
district shall set forth each criterion with its respective numerical
weighting in the request for proposal.

D. In selecting a contractor to perform any construction work related
to performing the guaranteed energy cost savings contract, the qualified
provider may develop and use a prequalification process for contractors.
These prequalifications may require the contractor to demonstrate that the
contractor is adequately bonded to perform the work and that the contractor
has not failed to perform on a prior job.

E. A study shall be performed by the selected qualified provider in
order to establish the exact scope of the guaranteed energy cost savings
contract, the fixed cost savings guarantee amount and the methodology for
determining actual savings. This report shall be reviewed and approved by
the school district before the actual installation of any equipment. The
qualified provider shall transmit a copy of the approved study to the school
facilities board and the department—of—commerce GOVERNOR'S energy office.

F. The guaranteed energy cost savings contract shall require that, in
determining whether the projected energy savings calculations have been met,
the energy or operational cost savings shall be computed by comparing the
energy baseline before installation or implementation of the energy cost
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savings measures with the energy consumed and operational costs avoided after
installation or implementation of the energy cost savings measures. The
qualified provider and the school district may agree to make modifications to
the energy baseline only for any of the following:

1. Changes in utility rates.

Changes in the number of days in the utility billing cycle.
Changes in the square footage of the facility.

Changes in the operational schedule of the facility.

Changes in facility temperature.

Significant changes in the weather.

. Significant changes in the amount of equipment or Tighting utilized
in the facility.

8. Significant changes in the nature or intensity of energy use such
as the change of classroom space to laboratory space.

G. The information to develop the energy baseline shall be derived
from actual energy measurements or shall be calculated from energy
measurements at the facility where energy cost savings measures are to be
installed or implemented. The measurements shall be taken in the year
preceding the installation or implementation of energy cost savings measures.

H. When submitting a proposal for the installation of equipment, the
qualified provider shall include information on the projected energy savings
associated with each proposed energy cost savings measure.

I. A school district, or two or more school districts, may enter into
an installment payment contract or lease-purchase agreement with a qualified
provider for the purchase and installation or implementation of energy cost
savings measures. The guaranteed energy cost savings contract may provide
for payments over a period of not more than the expected 1ife of the energy
cost savings measures implemented or twenty-five years, whichever is shorter.
The contract shall provide that all payments, except obligations on
termination of the contract before its expiration, shall be made over time.

J. The guaranteed energy cost savings contract shall include a written
guarantee of the qualified provider that either the energy or operational
costs savings, or both, will meet or exceed the costs of the energy cost
savings measures over the expected 1ife of the energy cost savings measures
implemented or within twenty-five years, whichever is shorter. The qualified
provider shall:

1. For the first three years of savings, prepare a measurement and
verification report on an annual basis in addition to an annual
reconciliation of savings.

2. Reimburse the school district for any shortfall of guaranteed
energy cost savings on an annual basis.

K. The school district may obtain any required financing as part of
the original competitive sealed proposal process from the qualified provider
or a third-party financing institution.

~NoOY ok~ wN
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L. A qualified provider that is awarded the contract shall give a
sufficient bond to the school district for its faithful performance of the
equipment installment.

M. The qualified provider is required to make public information in
the subcontractor's bids only if the qualified provider 1is awarded the
guaranteed energy cost savings contract by the school district.

N. For all projects carried out under this section, the district shall
report to the department—of—commerce GOVERNOR'S energy office and the school
facilities board:

1. The name of the project.

The qualified provider.

The total cost of the project.

The expected energy and cost savings.

For all projects carried out under this section, the district shall
report to the school facilities board, by October 15 each year, the actual
energy and cost savings.

P. This section does not apply to the construction of new buildings.

Q. A school district may utilize a simplified energy performance
contract for projects Tess than five hundred thousand dollars. Simplified
energy performance contracts are not required to include an energy savings
guarantee and shall comply with all requirements in this section except for
the requirements that are specifically related to the energy savings
guarantee and the measurement and verification of the guaranteed savings.

R. For the purposes of this section:

1. "Construction" means the process of building, altering, repairing,
improving or demolishing any school district structure or building, or other
public improvements of any kind to any school district real property.
Construction does not include the routine operation, routine repair or
routine maintenance of existing structures, buildings or real property.

2. "Energy baseline"™ means a calculation of the amount of energy used
in an existing facility before the installation or implementation of the
energy cost savings measures.

3. "Energy cost savings measure" means a training program or facility
alteration designed to reduce energy consumption or operating costs and may
include one or more of the following, and any related meters or other
measuring devices:

(a) Insulating the building structure or systems in the building.

(b) Storm windows or doors, caulking or weather stripping, multiglazed
windows or door systems, additional glazing, reductions in glass area, or
other window and door system modifications that reduce energy consumption.

(c) Automated or computerized energy control systems.

(d) Heating, ventilating or air conditioning system modifications or
replacements.

o-bool\)
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(e) Replacing or modifying lighting fixtures to increase the energy
efficiency of the 1Tighting system without increasing the overall illumination
of a facility unless an increase in illumination is necessary to conform to
the applicable state or local building code for the 1lighting system after the
proposed modifications are made.

(f) Indoor air quality improvements to increase air quality that
conform to the applicable state or local building code requirements.

(g) Energy recovery systems.

(h) Installing a new or retrofitting an existing day Tighting system.

(i) Any 1life safety measures that provide long-term operating cost
reductions and that comply with state and local codes.

(j) Implementing operation programs through education, training and
software that reduce the operating costs.

(k) Procurement of Tow-cost utility supplies of all types, including
electricity, natural gas, propane and water.

(1) Devices that reduce water consumption and water costs or that
reduce sewer charges.

(m) Rainwater harvesting systems.

(n) Combined heat and power systems.

(o) Renewable and alternative energy projects and renewable energy
power service agreements.

(p) Self-generation systems.

(q) Any additional building systems and infrastructure that produce
energy, or that provide utility or operational cost savings not specifically
mentioned in this paragraph, if the improvements meet the 1ife cycle cost
requirement and enhance building system performance or occupant comfort and
safety.

4. "Guaranteed energy cost savings contract”" means a contract for
implementing one or more energy cost savings measures.
5. "Life cycle cost™ means the sum of present values of investment

costs, capital costs, installation costs, energy costs, operating costs,
maintenance costs and disposal costs over the 1ife of the project, product or
measure as provided by federal 1life cycle cost rules, regulations and
criteria contained in the United States department of energy federal energy
management program "guidance on Tife-cycle cost analysis™ required by
executive order 13423, January 2007.

6. "Operational savings" means reductions in actual budget 1ine items
currently being expended or savings realized from the implementation or
installation of energy cost savings measures.

7. "Qualified provider" means a person or a business experienced in
designing, implementing or installing energy cost savings measures.
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Sec. 8. Section 15-972, Arizona Revised Statutes, as amended by Laws
2010, Seventh Special Session, chapter 8, section 5, is amended to read:

15-972. State limitation on homeowner property taxes;:

additional state aid to school districts; definitions

A. Notwithstanding section 15-971, there shall be additional state aid
for education computed for school districts as provided in subsection B of
this section.

B. The clerk of the board of supervisors shall compute such additional
state aid for education as follows:

1. For a high school district or for a common school district within a
high school district which does not offer instruction in high school subjects
as provided in section 15-447:

(a) Determine the qualifying tax rate pursuant to section 41-1276 for
the school district.

(b) Determine the following percentage of the qualifying tax rate
determined in subdivision (a) of this paragraph:

(i) Thirty-five per cent through December 31, 2005.

(ii) Thirty-six per cent beginning from and after December 31, 2005
through December 31, 2006.

(iii) Thirty-seven per cent beginning from and after December 31, 2006
through December 31, 2007.

(iv) Thirty-eight per cent beginning from and after December 31, 2007
through December 31, 2008.

(v) Thirty-nine per cent beginning from and after December 31, 2008
through December 31, 2009.

(vi) Forty per cent beginning from and after December 31, 2009.

(vii) SUCH FURTHER ADJUSTMENTS OF THE PERCENTAGE BEGINNING FROM AND
AFTER DECEMBER 31, 2012 AS PROVIDED BY LAW.

(c) Select the lesser of the amount determined in subdivision (b) of
this paragraph or forty per cent of the primary property tax rate that would
be levied in Tieu of the provisions of this section for the district.

(d) Multiply the rate selected in subdivision (c) of this paragraph as
a rate per one hundred dollars assessed valuation by the assessed valuation
used for primary property taxes of the residential property in the school
district.

2. For a unified school district, for a common school district not
within a high school district or for a common school district which offers
instruction in high school subjects as provided in section 15-447:

(a) Determine the qualifying tax rate pursuant to section 41-1276 for
the school district.

(b) Determine the following percentage of the tax rate determined in
subdivision (a) of this paragraph:

(i) Thirty-five per cent through December 31, 2005.

(ii) Thirty-six per cent beginning from and after December 31, 2005
through December 31, 2006.
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(iii) Thirty-seven per cent beginning from and after December 31, 2006
through December 31, 2007.

(iv) Thirty-eight per cent beginning from and after December 31, 2007
through December 31, 2008.

(v) Thirty-nine per cent beginning from and after December 31, 2008
through December 31, 2009.

(vi) Forty per cent beginning from and after December 31, 2009.

(vii) SUCH FURTHER ADJUSTMENTS OF THE PERCENTAGE BEGINNING FROM AND
AFTER DECEMBER 31, 2012 AS PROVIDED BY LAW.

(c) Select the Tesser of the amount determined in subdivision (b) of
this paragraph or forty per cent of the primary property tax rate that would
be Tevied in lieu of the provisions of this section for the district.

(d) Multiply the rate selected in subdivision (c) of this paragraph as
a rate per one hundred dollars assessed valuation by the assessed valuation
used for primary property taxes of the residential property in the district.

C. The clerk of the board of supervisors shall report to the
department of revenue not later than the Friday following the third Monday in
August of each year the amount by school district of additional state aid for
education and the data used for computing the amount as provided 1in
subsection B of this section. The department of revenue shall verify all of
the amounts and report to the county board of supervisors not Tlater than
August 30 of each year the property tax rate or rates which shall be used for
property tax reduction as provided in subsection E of this section.

D. The board of supervisors shall reduce the property tax rate or
rates that would be levied in Tieu of the provisions of this section by the
school district or districts on the assessed valuation used for primary
property taxes of the residential property in the school district or
districts by the rate or rates selected in subsection B, paragraph 1,
subdivision (c) and paragraph 2, subdivision (c) of this section. The excess
of the reduction in property taxes for a parcel of property resulting from
the reduction in the property tax rate pursuant to this subsection over the
amounts Tlisted in this subsection shall be deducted from the amount of
additional state aid for education. The reduction in property taxes on a
parcel of property resulting from the reduction in the property tax rate
pursuant to this subsection shall not exceed the following amounts except as
provided in subsection I of this section:

1. Five hundred dollars through December 31, 2005.

2. Five hundred twenty dollars beginning from and after December 31,
2005 through December 31, 2006.

3. Five hundred forty dollars beginning from and after December 31,
2006 through December 31, 2007.

4. Five hundred sixty dollars beginning from and after December 31,
2007 through December 31, 2008.

5. Five hundred eighty dollars beginning from and after December 31,
2008 through December 31, 2009.
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6. Six hundred dollars beginning from and after December 31, 2009.

E. Prior to the levying of taxes for school purposes the board of
supervisors shall determine whether the total primary property taxes to be
levied for all taxing jurisdictions on each parcel of residential property,
in lTieu of the provisions of this subsection, violate article IX, section 18,
Constitution of Arizona. For those properties that qualify for property tax
exemptions pursuant to article IX, sections 2, 2.1 and 2.2, Constitution of
Arizona, eligibility for the credit is determined on the basis of the Timited
property value that corresponds to the taxable assessed value after reduction
for the applicable exemption. If the board of supervisors determines that
such a situation exists, the board shall apply a credit against the primary
property taxes due from each such parcel in the amount in excess of article
IX, section 18, Constitution of Arizona. Such excess amounts shall also be
additional state aid for education for the school district or districts in
which such parcel of property is located.

F. The clerk of the board of supervisors shall report to the
department of revenue not Tater than September 5 of each year the amount by
school district of additional state aid for education and the data used for
computing the amount as provided in subsection B of this section. The
department of revenue shall verify all of the amounts and report to the board
of supervisors not Tater than September 10 of each year the property tax rate
which shall be used for property tax reduction as provided in subsection E of
this section.

G. The clerk of the board of supervisors shall report to the
department of revenue not later than September 30 of each year in writing the
following:

1. The data processing specifications wused in the calculations
provided for in subsections B and E of this section.

2. At a minimum, copies of two actual tax bills for residential
property for each distinct tax area.

H. The department of revenue shall report to the state board of
education not Tater than October 12 of each year the amount by school
district of additional state aid for education as provided in this section.
The additional state aid for education provided in this section shall be
apportioned as provided in section 15-973.

I. If a parcel of property is owned by a cooperative apartment
corporation or is owned by the tenants of a cooperative apartment corporation
as tenants in common, the reduction in the property taxes prescribed 1in
subsection D of this section shall not exceed the amounts Tisted 1in
subsection D of this section for each owner occupied housing unit on the
property. The assessed value used for determining the reduction in taxes for
the property is equal to the total assessed value of the property times the
ratio of the number of owner occupied housing units to the total number of
housing units on the property. For the purposes of this subsection,
"cooperative apartment corporation™ means a corporation:
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1. Having only one class of outstanding stock.

2. Al11 of the stockholders of which are entitled, solely by reason of
their ownership of stock in the corporation, to occupy for dwelling purposes
apartments in a building owned or leased by such corporation and who are not
entitled, either conditionally or unconditionally, except upon a complete or
partial liquidation of the corporation, to receive any distribution not out
of earnings and profits of the corporation.

3. Eighty per cent or more of the gross income of which is derived
from tenant-stockholders. For the purposes of this paragraph, "gross income"
means gross income as defined by the United States internal revenue code, as
defined in section 43-105.

J. The total amount of state monies that may be spent in any fiscal
year for state aid for education in this section shall not exceed the amount
appropriated or authorized by section 35-173 for that purpose. This section
shall not be construed to impose a duty on an officer, agent or employee of
this state to discharge a responsibility or to create any right in a person
or group if the discharge or right would require an expenditure of state
monies in excess of the expenditure authorized by legislative appropriation
for that specific purpose.

K. For the purposes of this section:

1. "Owner"™ includes any purchaser under a contract of sale or under a
deed of trust.
2. "Residential property"” includes a++ owner occupied real property

and improvements to the property and a++ owner occupied mobile homes that are
used fer—residentiatpurpeses AS THE OWNER'S PRIMARY RESIDENCE AND CLASSIFIED
AS CLASS THREE PROPERTY PURSUANT TO SECTION 42-12003.

Sec. 9. Section 15-1682.03, Arizona Revised Statutes, is amended to
read:

15-1682.03. University capital improvement Tease-to-own and

bond fund; lease-to-own and bond capital
improvement agreements

A. The university capital improvement Tease-to-own and bond fund is
established consisting of the monies provided by the Arizona board of regents
pursuant to this section, monies deposited pursuant to section 5-522 and
monies appropriated by the legislature. The board shall administer the fund.
On notice from the board, the state treasurer shall invest and divest monies
in the fund as provided by section 35-313, and monies earned from investment
shall be credited to the fund. Monies in the fund are exempt from the
provisions of section 35-190 relating to Tapsing of appropriations.

B. Through revenues of the state university system, the board shall
annually provide monies to the fund of at Teast twenty per cent of the
aggregate annual payments of lease-to-own and bond agreements entered into by
the board pursuant to this section.

C. The board shall distribute monies in the fund to make payments
pursuant to Tease-to-own and bond agreements entered into by the board
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pursuant to this section. The board may enter into lease-to-own and bond
agreements for the purposes of building renewal projects and new facilities.
New Tease-to-own and bond agreements entered into pursuant to this section
shall not exceed one hundred sixty-seven million six hundred seventy-one
thousand two hundred dollars in fiscal year 2008-2009 and four hundred
million dollars in fiscal year 2009-2010. The board may enter into
lease-to-own and bond transactions up to a maximum of eight hundred million
dollars.

D. Notwithstanding section 5-522, subsection + G, the amount of state
lottery revenues distributed to the university capital improvement
lease-to-own and bond fund in fiscal year 2009-2010 and fiscal year 2010-2011
shall not exceed an amount sufficient for up to eighty per cent of the annual
payments of the first one hundred sixty-seven million six hundred seventy-one
thousand two hundred dollars of new lease-to-own and bond agreements entered
into pursuant to this section. The full amount of state lottery revenues
distributed to the university capital improvement lease-to-own and bond fund
pursuant to section 5-522, subsection # G shall be made available to the
board for the remaining new lease-to-own and bond agreements up to eight
hundred million dollars beginning in fiscal year 2011-2012.

E. In entering into lTease-to-own and bond agreements pursuant to this
section, the board shall not obligate this state to provide any additional
monies from the state Tlottery fund above the amounts authorized in this
section and section 5-522, subsection ¥ G. In entering into Tease-to-own
and bond agreements pursuant to this section, the board shall not obligate
any state general fund monies.

Sec. 10. Title 20, chapter 2, article 1, Arizona Revised Statutes, is
amended by adding section 20-224.03, to read:

20-224.03. Premium tax credit for new employment

A. A CREDIT IS ALLOWED AGAINST THE PREMIUM TAX LIABILITY IMPOSED
PURSUANT TO SECTION 20-224, 20-837, 20-1010, 20-1060 OR 20-1097.07 FOR NET
INCREASES IN FULL-TIME EMPLOYEES HIRED IN QUALIFIED EMPLOYMENT POSITIONS AS
CERTIFIED BY THE ARIZONA COMMERCE AUTHORITY PURSUANT TO SECTION 41-1525. A
TAX CREDIT IS NOT ALLOWED AGAINST THE PORTION OF THE TAX PAYABLE TO THE FIRE
FIGHTERS' RELIEF AND PENSION FUND PURSUANT TO SECTION 20-224 OR THE PORTION
OF THE TAX PAYABLE TO THE PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM PURSUANT
TO SECTION 20-224.01.

B. SUBJECT TO SUBSECTION E OF THIS SECTION, THE AMOUNT OF THE TAX
CREDIT IS EQUAL TO THREE THOUSAND DOLLARS FOR EACH FULL-TIME EMPLOYEE HIRED
FOR THE FULL TAXABLE YEAR IN A QUALIFIED EMPLOYMENT POSITION IN EACH OF THE
FIRST THREE YEARS OF EMPLOYMENT, BUT NOT MORE THAN FOUR HUNDRED EMPLOYEES IN
ANY TAXABLE YEAR.

C. TO QUALIFY FOR A CREDIT UNDER THIS SECTION, THE INSURER AND THE
EMPLOYMENT POSITIONS MUST MEET THE REQUIREMENTS PRESCRIBED BY SECTION
41-1525.
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D. A CREDIT IS ALLOWED FOR EMPLOYMENT IN THE SECOND AND THIRD YEAR
ONLY FOR QUALIFIED EMPLOYMENT POSITIONS FOR WHICH A CREDIT WAS CLAIMED AND
ALLOWED IN THE FIRST YEAR.

E. THE NET INCREASE IN THE NUMBER OF QUALIFIED EMPLOYMENT POSITIONS IS
THE LESSER OF THE TOTAL NUMBER OF FILLED QUALIFIED EMPLOYMENT POSITIONS
CREATED DURING THE TAXABLE YEAR OR THE DIFFERENCE BETWEEN THE AVERAGE NUMBER
OF FULL-TIME EMPLOYEES IN THE CURRENT TAX YEAR AND THE AVERAGE NUMBER OF
FULL-TIME EMPLOYEES DURING THE IMMEDIATELY PRECEDING TAXABLE YEAR. THE NET
INCREASE IN THE NUMBER OF QUALIFIED EMPLOYMENT POSITIONS COMPUTED UNDER THIS
SUBSECTION MAY NOT EXCEED FOUR HUNDRED QUALIFIED EMPLOYMENT POSITIONS PER
TAXPAYER EACH YEAR.

F. A TAXPAYER WHO CLAIMS A CREDIT UNDER SECTION 20-224.04 SHALL NOT
CLAIM A CREDIT UNDER THIS SECTION WITH RESPECT TO THE SAME EMPLOYMENT
POSITIONS.

G. IF THE ALLOWABLE TAX CREDIT EXCEEDS THE STATE PREMIUM TAX
LIABILITY, THE AMOUNT OF THE CLAIM NOT USED AS AN OFFSET AGAINST THE STATE
PREMIUM TAX LIABILITY MAY BE CARRIED FORWARD AS A TAX CREDIT AGAINST
SUBSEQUENT YEARS' STATE PREMIUM TAX LIABILITY FOR A PERIOD NOT EXCEEDING FIVE
TAXABLE YEARS.

H. IF THE BUSINESS IS SOLD OR CHANGES OWNERSHIP THROUGH
REORGANIZATION, STOCK PURCHASE OR MERGER, THE NEW TAXPAYER MAY CLAIM FIRST
YEAR CREDITS ONLY FOR THE QUALIFIED EMPLOYMENT POSITIONS THAT IT CREATED AND
FILLED WITH AN ELIGIBLE EMPLOYEE AFTER THE PURCHASE OR REORGANIZATION WAS
COMPLETE. IF A PERSON PURCHASES A TAXPAYER THAT HAD QUALIFIED FOR FIRST OR
SECOND YEAR CREDITS OR IF AN INSURANCE BUSINESS CHANGES OWNERSHIP THROUGH
REORGANIZATION, STOCK PURCHASE OR MERGER, THE NEW TAXPAYER MAY CLAIM THE
SECOND OR THIRD YEAR CREDITS IF IT MEETS OTHER ELIGIBILITY REQUIREMENTS OF
THIS SECTION. CREDITS FOR WHICH A TAXPAYER QUALIFIED BEFORE THE CHANGES
DESCRIBED IN THIS SUBSECTION ARE TERMINATED AND LOST AT THE TIME THE CHANGES
ARE IMPLEMENTED.

I. AN INSURER THAT CLAIMS A TAX CREDIT AGAINST STATE PREMIUM TAX
LIABILITY IS NOT REQUIRED TO PAY ANY ADDITIONAL RETALIATORY TAX IMPOSED
PURSUANT TO SECTION 20-230 AS A RESULT OF CLAIMING THAT TAX CREDIT.

J. A FAILURE TO TIMELY REPORT AND CERTIFY TO THE ARIZONA COMMERCE
AUTHORITY THE INFORMATION PRESCRIBED BY SECTION 41-1525, SUBSECTION D AND IN
THE MANNER PRESCRIBED BY SECTION 41-1525, SUBSECTION E DISQUALIFIES THE
INSURER FROM THE CREDIT UNDER THIS SECTION. THE DEPARTMENT OF INSURANCE
SHALL REQUIRE WRITTEN EVIDENCE OF THE TIMELY REPORT TO THE ARIZONA COMMERCE
AUTHORITY.

K. A TAX CREDIT UNDER THIS SECTION IS SUBJECT TO RECOVERY FOR A
VIOLATION DESCRIBED IN SECTION 41-1525, SUBSECTION G.

L. THE DEPARTMENT MAY ADOPT RULES NECESSARY FOR THE ADMINISTRATION OF
THIS SECTION.

Sec. 11. Section 20-224.04, Arizona Revised Statutes, is amended to
read:
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20-224.04. Premium tax credit for idincreased employment in
military reuse zones; definitions

A. A tax credit is allowed against the premium tax liability incurred
by an insurer pursuant to section 20-224, 20-837, 20-1010, 20-1060 or
20-1097.07 for net increases in employment positions of residents of this
state by an insurer that is located in a military reuse zone established
under title 41, chapter 10, article 3. A tax credit is not allowed for the
portion of the tax payable to the fire fighters' relief and pension fund
pursuant to section 20-224 or the portion of the tax payable to the public
safety personnel retirement system pursuant to section 20-224.01. The amount
of the tax credit is a dollar amount allowed for each new employee,
determined as follows:

1. With respect to each employee other than a dislocated military base

employee:
1st year of employment $ 500
2nd year of employment $1,000
3rd year of employment $1,500
4th year of employment $2,000
5th year of employment $2,500
2. MWith respect to each dislocated military base employee:
1st year of employment $1,000
2nd year of employment $1,500
3rd year of employment $2,000
4th year of employment $2,500
5th year of employment $3,000

B. Pursuant to subsection A of this section, if the allowable tax
credit exceeds the state premium tax Tiability, the amount of the claim not
used as an offset against the state premium tax liability may be carried
forward as a tax credit against subsequent years' state premium tax liability
for the period, not to exceed five taxable years, if the insurer remains in
the military reuse zone.

C. The net increase in the number of employees for purposes of this
section shall be determined by comparing the insurer's average employment in
the military reuse zone during the taxable year with the insurer's previous
year's fourth quarter employment in the zone, based on the insurer's report
to the department of economic security for unemployment insurance purposes
but considering only employment in the zone.

D. A credit is not allowed under this section with respect to an
employee whose place of employment is relocated by the insurer from a
location in this state to the military reuse zone unless the insurer
maintains at least the same number of employees in this state but outside the
zone.

E. A taxpayer who claims a credit under section 20-224.03 shall not
claim a credit under this section with respect to the same employees.

F. For the purposes of this section:
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1. "Dislocated military base employee™ means a civilian who previously
had permanent full-time civilian employment on the military facility as of
the date the closure of the facility was finally determined under federal
law, as certified by the department—of—cemmeree ARIZONA COMMERCE AUTHORITY.

2. "Insurer" means any entity that is subject to premium tax liability
pursuant to section 20-224, 20-837, 20-1010, 20-1060 or 20-1097.07.

Sec. 12. Section 28-2416, Arizona Revised Statutes, is amended to
read:

28-2416. Alternative fuel vehicle special plates; stickers; use

of high occupancy vehicle lanes; definition

A. A person who owns a motor vehicle that has either been converted or
manufactured to use an alternative fuel as the vehicle's exclusive fuel
source and that is incapable of operating on any other type of fuel and the
alternative fuel was subject to the use fuel tax imposed pursuant to chapter
16 of this title before April 1, 1997 shall apply for alternative fuel
vehicle special plates pursuant to this section.

B. The department shall issue alternative fuel vehicle special plates,
or an alternative fuel vehicle sticker as provided in subsection D of this
section, to a person who satisfies all of the following:

1. Owns a motor vehicle that is exclusively powered by an alternative
fuel and that is incapable of operating on any other type of fuel.

2. Provides proof as follows:

(a) For an original equipment manufactured alternative fuel vehicle,
the dealer who sells the motor vehicle shall provide to the department of
transportation and the owner of the motor vehicle a certificate indicating:

(i) That the motor vehicle is exclusively powered by an alternative
fuel and is incapable of operating on any other type of fuel.

(ii) The emission classification of the motor vehicle as Tow,
inherently Tow, ultralow or zero.

(b) For a converted motor vehicle or a motor vehicle that is assembled
by the owner, the department of environmental quality or an agent of the
department of environmental quality shall provide a certificate to the
department of transportation and the owner of the motor vehicle indicating
that the motor vehicle is exclusively powered by an alternative fuel and is
incapable of operating on any other type of fuel.

3. Pays an eight dollar special plate administration fee, except that
vehicles that are registered pursuant to section 28-2511 are exempt from that
fee. The department shall deposit, pursuant to sections 35-146 and 35-147,
all special plate administration fees in the state highway fund established
by section 28-6991.

C. The color and design of the alternative fuel vehicle special plates
are subject to the approval of the department—of—commerce GOVERNOR'S energy
office. The director may allow a request for alternative fuel vehicle
special plates to be combined with a request for personalized special
plates. If the director allows such a combination, the request shall be in a
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form prescribed by the director and is subject to the fees for the
personalized special plates in addition to the fees required for alternative
fuel vehicle special plates. Alternative fuel vehicle special plates are not
transferable, except that if the director allows alternative fuel vehicle
special plates to be personalized a person who is issued personalized
alternative fuel vehicle special plates may transfer those plates to another
alternative fuel vehicle for which the person is the registered owner or
lessee.

D. If a motor vehicle qualifies pursuant to this section and any other
special plates are issued pursuant to article 7, 8 or 13 of this chapter or
section 28-2514 for the motor vehicle, the department may issue an
alternative fuel vehicle sticker to the person who owns the motor vehicle.
The alternative fuel vehicle sticker shall be diamond-shaped, shall indicate
the type of alternative fuel used by the vehicle and shall be placed on the
motor vehicle as prescribed by the department.

E. Except as provided in section 28-337, a person may drive a motor
vehicle with alternative fuel vehicle special plates or an alternative fuel
vehicle sticker in high occupancy vehicle lanes at any time, regardless of
occupancy level, without penalty.

F. A person shall not drive a motor vehicle in a high occupancy
vehicle lane with an alternative fuel vehicle sticker if the motor vehicle is
not an alternative fuel vehicle for which an alternative fuel vehicle sticker
has been issued pursuant to this section. A person who violates this
subsection is subject to a «civil penalty of three hundred fifty
dollars. Notwithstanding section 28-1554, the civil penalty collected
pursuant to this subsection shall be deposited in the state general fund.

G. For the purposes of section 28-337, the department shall:

1. Limit or suspend the issuance of alternative fuel vehicle special
plates.

2. Remove the privilege of operating in the high occupancy vehicle
lane with a single occupant, including the driver.

H. If the department publishes maps of the state highway system that
are distributed to the general public, the department shall indicate on those
maps the approximate location of alternative fuel delivery facilities that
are open to the public.

I. For the purposes of this section, "alternative fuel™ has the same
meaning prescribed in section 1-215.

Sec. 13. Section 28-7282, Arizona Revised Statutes, 1is amended to
read:

28-7282. Economic strength project fund

A. An economic strength project fund is established consisting of the
monies allocated for projects listed by the department—of—commerce—pursuant
to—seetien—4+-—1513 ARIZONA COMMERCE AUTHORITY PURSUANT TO SECTION 41-1505,
SUBSECTION E.
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B. Monies in the economic strength project fund shall be used to fund
projects that are recommended by the commerce—and—economic—development
commission ARIZONA COMMERCE AUTHORITY and that are approved by the
transportation board.

C. Monies remaining in the economic strength project fund at the end
of a fiscal year do not revert to the state general fund.

D. On notice from the board, the state treasurer shall invest and
divest monies in the economic strength project fund as provided by section
35-313, and monies earned from investment shall be credited to the fund.

Sec. 14. Section 28-7284, Arizona Revised Statutes, is amended to
read:

28-7284. Agreements

The director may enter into agreements on behalf of this state with a
local authority in regard to the financing, construction or maintenance of an
economic strength project recommended by the <commerce—and—economic
development—commission ARIZONA COMMERCE AUTHORITY and approved by the board.

Sec. 15. Section 28-7286, Arizona Revised Statutes, is amended to
read:

28-7286. Board authority; construction standards; priority Tist

date

A. The board has final authority to approve an economic strength
project recommended by the commerce—and—economic—development—commisSsion
ARIZONA COMMERCE AUTHORITY. The board shall fund an approved economic
strength project from the economic strength project fund.

B. Before approving an economic strength project, the board shall
ensure that the project is compatible with other transportation facilities
and conforms to applicable construction and engineering standards of the
department of transportation or the appropriate local authority.

C. With the advice of the commerce—and—economicdevelopment—commission
ARIZONA COMMERCE AUTHORITY, the board may set an official date each year on
which the economic strength priority 1list is due to the board. The commerce
and—econromicdevetopment—commissien ARIZONA COMMERCE AUTHORITY may provide an
updated priority Tist to the board at any time.

Sec. 16. Section 34-451, Arizona Revised Statutes, is amended to read:

34-451. Energy conservation standards for public buildings

A. The department—of—commeree GOVERNOR'S ENERGY OFFICE in consultation
with persons responsible for building systems shall adopt and publish energy
conservation standards for construction of all new capital projects as
defined in section 41-790, including buildings designed and constructed by
school districts, community college districts and universities. These
standards shall be consistent with the recommended energy conservation
standards of the American society of heating, refrigerating and air
conditioning engineers and the international energy conservation code.

B. The standards shall be adopted to achieve energy conservation and
shall allow for design flexibility.
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C. The following state agencies shall reduce energy use in public
buildings that they administer by ten per cent per square foot of floor area
on or before July 1, 2008 and by fifteen per cent per square foot of floor
area on or before July 1, 2011, using July 1, 2001 through June 30, 2002 as
the baseline year:

1. The department of administration for its building systems.

2. The Arizona board of regents for its building systems.

3. The department of transportation for its building systems.

D. The state GOVERNOR'S energy office shall provide technical
assistance to the state agencies prescribed in subsection C of this
section. On or before July 1 of each year, the state energy office shall
measure compliance with subsection C of this section, compile the results of
that monitoring and report to the speaker of the house of representatives and
the president of the senate as to the progress of attaining the goals
prescribed in subsection C of this section. The state energy office shall
include in 1its report an explanation of the reasons for any failure to
achieve energy reductions in specific building systems as prescribed 1in
subsection C of this section.

E. A1l state agencies shall procure energy efficient products that are
certified by the United States department of energy or the United States
environmental protection agency as energy star or that are certified under
the federal energy management program in all categories that are available
unless the products are shown not to be cost-effective on a life cycle cost
basis.

Sec. 17. Section 36-274, Arizona Revised Statutes, is amended to read:

36-274. Disease control research fund; Tapsing; investment

A. The disease control research fund is established consisting of
monies received from the state Tottery fund pursuant to section 5-522,
subsection €&~ D, monies appropriated by the legislature and any gifts,
contributions or other monies received by the commission from any source,
except monies from the health research fund established by section 36-275.
The commission shall administer the disease control research fund.

B. The commission may expend monies in the disease control research
fund for projects or services pursuant to section 36-273 and for expenses
incurred by the commission in carrying out the purposes of this article,
including filing applications and maintaining patents.

C. As a condition of each contract for cancer research projects or
services, the commission shall require that the recipient shall not use fund
monies for any purpose, including any administrative or building purposes,
other than the specific cancer research grant project contract.

D. Monies in the disease control research fund are exempt from the
provisions of section 35-190 relating to Tapsing of appropriations.

E. On notice from the commission, the state treasurer shall invest and
divest monies in the disease control research fund as provided by section
35-313, and monies earned from investment shall be credited to the fund.
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Sec. 18. Section 40-360.01, Arizona Revised Statutes, is amended to
read:

40-360.01. QOrganization and membership of the committee

A. The commission shall establish a power plant and transmission line
siting committee of Arizona.

The committee shall consist of the following members:

State attorney general or the attorney general's designee.
Director of environmental quality or the director's designee.
Director of water resources or the director's designee.

Director of the GOVERNOR'S energy office ef—the—department—of
commeree or the director's designee.

5. Chairman of the Arizona corporation commission or the chairman's
designee.

6. Six members appointed by the commission to serve for a term of two
years of which three members shall represent the public, one member shall
represent incorporated cities and towns, one member shall represent counties
and one member shall be actively engaged in agriculture.

C. The attorney general or the attorney general's designee shall be
chairman of the committee.

D. The commission shall establish such procedures as provide for
expeditious review of the proposed siting plans and necessary consultation
with the person proposing the facilities, for noticing and conducting the
hearing provided by section 40-360.04, and for a timely decision regarding
the issuance of a certificate of environmental compatibility of the proposed
site.

-bCA)I\)I—‘m

E. Committee members appointed by the commission are eligible to
receive compensation of two hundred dollars for each meeting attended,
prorated for partial days for each meeting attended, payable from the filing
fee required by section 40-360.09. Committee members employed by government
entities are not eligible to receive compensation for their services. All
committee members shall be reimbursed from the filing fee required by section
40-360.09 for their actual and necessary expenses incurred in connection with
their participation in committee meetings.

F. The committee may utilize the staff resources of its constituent
agencies as well as necessary consultants. All studies required by the
committee shall be conducted as specified by the committee and under its
general direction.

Sec. 19. Transfer and renumber

Sections 41-1509, 41-1510 and 41-1515.01, Arizona Revised Statutes, are
transferred and renumbered for placement in title 41, chapter 1, article 1,
Arizona Revised Statutes, as sections 41-110, 41-111 and 41-112, Arizona
Revised Statutes, respectively.
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Sec. 20. Section 41-110, Arizona Revised Statutes, as transferred and
renumbered by this act, is amended to read:

41-110. Qi1 overcharge fund; source of monies; uses; approval;

energy project loans:; conditions

A. An o0il overcharge fund is established. Monies received by the
state as a result of 0il overcharge settlements shall be deposited, pursuant
to sections 35-146 and 35-147, in the fund. At least fifteen per cent of all
monies received shall be allocated in accordance with subsections B and C of
this section for loans, grants and other purposes which benefit the Tlow
income population.

B. The direeter GOVERNOR'S ENERGY OFFICE may grant loans from the
principal balance of the oil overcharge fund to assist political subdivisions
and nonprofit organizations of this state in funding energy projects. Loans
may be granted in accordance with the following provisions in a manner and on
terms and conditions prescribed by the director ENERGY OFFICE:

1. Loans shall be made only for projects which meet legal requirements
imposed on the uses of o0il overcharge monies.

2. The direeter GOVERNOR'S ENERGY OFFICE shall assess an
administrative fee on each loan to cover the annual cost to this state of
administering the Toan program. Fees collected shall be deposited in the oil
overcharge fund. Subject to legislative appropriation and in accordance with
legal requirements, monies in the fund may be expended for the reasonable and
necessary costs of administering the fund.

3. Each loan shall be evidenced by a contract between the political
subdivision or nonprofit organization and the direecter GOVERNOR'S ENERGY
OFFICE, acting on behalf of this state. The contract shall provide a payment
schedule including principal, interest and administrative fees for the term
of the loan.

4. Each contract shall provide that the attorney general may commence
actions that are necessary to enforce contracts and achieve repayments of
loans made pursuant to this section.

C. Monies in the o0il overcharge fund may be expended for grants and
other purposes which meet the applicable legal requirements imposed on their
use upon approval of the joint legislative budget committee.

D. The eireeter GOVERNOR'S ENERGY OFFICE shall report annually to the
legislature on the status of the o0il overcharge fund. The report shall
include a financial summary of the o0il overcharge fund for the preceding
fiscal year with a description of the outstanding loans issued. It shall
also include a summary of programs and projects for which grants were awarded
and monies were expended. It shall include specific information regarding
the program's starting and completion dates, the process by which the program
was authorized and whether the program was authorized by the legislature or
the executive branch, the current status of the program and the amount
expended to date and whether the program is funded as a grant or a loan. The
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report shall be submitted to the president of the senate and the speaker of
the house of representatives no later than December 31 of each year.

E. Investment earnings on the unexpended balance of the 0il overcharge
fund shall be credited to the o0il overcharge fund.

F. The o0il overcharge fund is exempt from the requirements of section
35-190 relating to lapsing of appropriations.

Sec. 21. Section 41-111, Arizona Revised Statutes, as transferred and
renumbered by this act, is amended to read:

41-111. Solar energy advisory council; definition

A. There is established a solar energy advisory council consisting of
the following members:

1. The chairman of the Arizona power authority.

2. A member of the faculty at Arizona state university, who shall be
appointed by the governor.

3. A member of the faculty at the university of Arizona, who shall be
appointed by the governor.

4. A member of the faculty at northern Arizona university, who shall
be appointed by the governor.

5. Eleven additional persons who are appointed by the governor and who
shall either be knowledgeable of specific solar energy technologies or
representatives of private industry involved in the application of solar
energy to commercial, industrial or residential use.

6. The president of the senate and the speaker of the house of
representatives or their representatives shall be advisory members.

B. Appointments shall be made for terms of three years. Members
appointed pursuant to subsection A, paragraphs 2 through 5 of this section
shall serve at the pleasure of the governor.

C. Members of the council serving by virtue of their office shall
serve without compensation. Appointed members are eligible to receive
compensation as determined pursuant to section 38-611 for each day of
attendance at meetings.

D. The chairman of the council shall be selected by the governor from
among the members.

E. The council shall meet upon call of the chairman.

F. The council shall:

1. Assist and advise the direecter GOVERNOR'S ENERGY OFFICE on matters
relating to the development and use of solar energy and other renewable
energy resources including recommendations for the utilization or
disbursements DISBURSEMENT of federal and state funds for solar purposes.

2. Encourage efforts by research institutions, 1local government
institutions and home builders in obtaining technical and financial support
from the federal government for their activities in solar and advanced
alternate energy systems.
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3. Identify and describe the solar energy technologies that are
feasible and practical in terms of short-term application of retrofit, new
construction and conservation projects within five years.

4. Identify and describe long-range programs that are feasible and
require significant technological development. Programs having similar
technological gradients shall be formulated to encompass the period of time
from—the—present through the year 2020.

5. Encourage the cooperation and direct involvement of academic,
business, professional and industrial sectors that are determined to have
special expertise or knowledge of solar energy technology.

6. Make recommendations to the direetor GOVERNOR'S ENERGY OFFICE on
standards, codes, certifications and other programs necessary for the orderly
and rapid commercialization and growth of solar energy use in this state for
consideration by the appropriate jurisdictional bodies.

H- G. No member of the cemmission COUNCIL shall obtain any pecuniary
or proprietary interest from any decision of the eemmission COUNCIL, either
direct or indirect, except a remote interest as defined in section 38-502,
paragraph 10.

&~ H. For the purposes of this section, "advisory member™ means a
member who gives advice to the other members of the council at meetings of
the council but who is not eligible to vote and is not a member for purposes
of determining whether a quorum is present.

Sec. 22. Section 41-112, Arizona Revised Statutes, as transferred and
renumbered by this act, is amended to read:

41-112. Arizona biofuels conversion program; fund; program

termination; definitions

A. The Arizona biofuels conversion program is established in the
department GOVERNOR'S ENERGY OFFICE to encourage the use of biofuels.

B. The Arizona biofuels conversion program fund 1is established
consisting of monies received through gifts, grants, donations, other state
and United States government funds or private sources.

C. The directoer ENERGY OFFICE shall develop a procedure for awarding
grants from the fund to provide for conversion of existing and installation
of new storage and dispensing equipment for biofuels as follows:

1. For commercial motor fuel dispensing sites, the procedure for
awarding grants shall include consideration of traffic patterns, the
proximity to other biofuel dispensing sites, fleet involvement, the
population of vehicles that uses biofuels and the costs of the project.

2. For county, city, town and school district motor fuel dispensing
sites, the procedure for awarding grants shall include consideration of the
project plan, the expected usage of biofuels per year for each site, the
number of vehicles in the fleet capable of using biofuels and the costs of
the project.

3. For wholesale manufacturing and distribution facility sites, the
procedure for awarding grants shall include consideration of the project
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plan, the type of biofuel to be manufactured or distributed, an assessment of
potential customers for the biofuel to be manufactured or distributed, how
the project furthers the use of biofuels and the costs of the project.

D. The direeter ENERGY OFFICE shall administer the program and the
fund.

E. Subject to the availability of monies in the fund, the direeter
ENERGY OFFICE shall award grants equal to the Tesser of seventy-five thousand
dollars or the conversion cost per site to applicants who provide an
acceptable project plan that includes a detailed cost schedule and timeline
for the completion of the project.

F. Monies in the fund:

1. Shall be spent only for the purposes prescribed in this section,
except that the department ENERGY OFFICE may use up to five per cent of the
monies in the fund each year to administer the program.

2. Are continuously appropriated.

3. Are exempt from the provisions of section 35-190 relating to
lapsing of appropriations.

G. The program established by this section ends on July 1, 2015
pursuant to section 41-3102.

H. For the purposes of this section, "biofuel™ and "biomass" have the
same meanings prescribed in section 41-2051.

Sec. 23. Section 41-191.09, Arizona Revised Statutes, is amended to
read:

41-191.09. Attorney general Tlegal services cost allocation

fund; contributions; exemptions

A. The attorney general 1legal services cost allocation fund is
established for the purpose of reimbursing the department of Taw for general
agency counsel. Monies in the fund are subject to lTegislative appropriation.
The attorney general shall administer the fund.

B. Beginning—duly—1—26065 All state agency appropriated and
nonappropriated funds shall contribute a pro rata share of general agency
counsel services provided by the department of Taw. The pro rata share is
payable by payroll fund source, and the resultant amount shall be deposited
in the attorney general legal services cost allocation fund. Beginning
dty—15—=26675 The pro rata share for each fund shall be 0.675 per cent of the
total payroll. For the purposes of this subsection, "total payroll" includes
federal monies, state general fund monies, special revenue funds,
intergovernmental revenue monies, trust funds and other payroll fund sources.

C. A claim for the pro rata share percentage payment shall be
submitted according to the fund source, with the accompanying payroll, to the
department of administration for deposit in the attorney general Tegal
services cost allocation fund.

D. The following agencies are exempt from this section:

1. The department of water resources.

2. The residential utility consumer office.
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The industrial commission.

The universities and the Arizona board of regents.
The auditor general.

The corporation commission.

The office of the governor.

The department of law.

9. The house of representatives.

10. The senate.

11. The joint legislative budget committee.

12. The Arizona state library, archives and public records.

13. The Tegislative council.

14. The department of administration risk management fund.

15. The department of transportation.

16. The Arizona game and fish department.

17. The department of economic security.

18. The Arizona health care cost containment system.

19. The superior court.

20. The court of appeals.

21. The supreme court.

22. The Arizona department of agriculture and councils that receive
administrative and budgetary services from the Arizona department of
agriculture.

23. A1l self-supporting regulatory agencies as determined pursuant to
section 35-143.01.

24. THE ARIZONA COMMERCE AUTHORITY.

E. Monies in the attorney general Tegal services cost allocation fund
are exempt from Tapsing to the state general fund at the end of each fiscal
year.

Sec. 24. Section 41-192, Arizona Revised Statutes, is amended to read:

41-192. Powers and duties of attorney general; restrictions on

state agencies as to Tegal counsel; exceptions

A. The attorney general shall have charge of and direct the department
of law and shall serve as chief Tegal officer of the state. The attorney
general shall:

1. Be the legal advisor of the departments of this state and render
such legal services as the departments require.

2. Establish administrative and operational policies and procedures
within his department.

3. Approve 1long-range plans for developing departmental programs
therein, and coordinate the Tegal services required by other departments of
this state or other state agencies.

4. Represent school districts and governing boards of school districts
in any lawsuit involving a conflict of interest with other county offices.

5. Represent political subdivisions, school districts and
municipalities in suits to enforce state or federal statutes pertaining to
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antitrust, restraint of trade or price-fixing activities or conspiracies, if
the attorney general notifies in writing the political subdivisions, school
districts and municipalities of the attorney general's intention to bring any
such action on its behalf. At any time within thirty days after the
notification, the political subdivisions, school districts and
municipalities, by formal resolution of its governing body, may withdraw the
authority of the attorney general to bring the intended action on its behalf.

6. In any action brought by the attorney general pursuant to state or
federal statutes pertaining to antitrust, restraint of trade, or price-fixing
activities or conspiracies for the recovery of damages by this state or any
of its political subdivisions, school districts or municipalities, 1in
addition to the attorney general's other powers and authority, the attorney
general on behalf of this state may enter into contracts relating to the
investigation and prosecution of such action with any other party plaintiff
who has brought a similar action for the recovery of damages and with whom
the attorney general finds it advantageous to act jointly or to share common
expenses or to cooperate in any manner relative to such action. 1In any such
action, notwithstanding any other laws to the contrary, the attorney general
may undertake, among other things, to render 1legal services as special
counsel or to obtain the Tegal services of special counsel from any
department or agency of the United States, of this state or any other state
or any department or agency thereof or any county, city, public corporation
or public district in this state or in any other state that has brought or
intends to bring a similar action for the recovery of damages or their duly
authorized Tegal representatives in such action.

7. O0Organize the civil rights division within the department of law and
administer such division pursuant to the powers and duties provided 1in
chapter 9 of this title.

8. Compile, publish and distribute to all state agencies, departments,
boards, commissions and councils, and to other persons and government
entities on request, at least every ten years, the Arizona agency handbook
that sets forth and explains the major state laws that govern state agencies,
including information on the Taws relating to bribery, conflicts of interest,
contracting with the government, disclosure of public information,
discrimination, nepotism, financial disclosure, gifts and extra compensation,
incompatible employment, political activity by employees, public access and
misuse of public resources for personal gain. A supplement to the handbook
reflecting revisions to the information contained in the handbook shall be
compiled and distributed by the attorney general as deemed necessary.

B. Except as otherwise provided by law, the attorney general may:

1. Organize the department into such bureaus, subdivisions or units as
he deems most efficient and economical, and consolidate or abolish them.

2. Adopt rules for the orderly conduct of the business of the
department.
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3. Employ and assign assistant attorneys general and other employees
necessary to perform the functions of the department.

4. Compromise or settle any action or claim by or against this state
or any department, board or agency of this state. If the compromise or
settlement involves a particular department, board or agency of this state,
the compromise or settlement shall be first approved by the department, board
or agency. If no department or agency is named or otherwise materially
involved, the approval of the governor shall be first obtained.

5. Charge reasonable fees for distributing official publications,
including attorney general Tegal opinions and the Arizona agency handbook.
The fees received shall be transmitted to the state treasurer for deposit in
the state general fund.

C. Assistants and employees in any legal division subject to a merit
system prior to March 6, 1953 shall remain subject thereto.

D. The powers and duties of a bureau, subdivision or unit shall be
limited to those assigned by law to the department.

E. Notwithstanding any law to the contrary, except as provided 1in
subsections F and G of this section, no state agency other than the attorney
general shall employ Tegal counsel or make an expenditure or incur an
indebtedness for legal services, but the following are exempt from this
section:

1. The director of water resources.

The residential utility consumer office.
The industrial commission.

The Arizona board of regents.

The auditor general.

6. The corporation commissioners and the corporation commission other
than the securities division.

7. The office of the governor.

8. The constitutional defense council.

9. The office of the state treasurer.

10. THE ARIZONA COMMERCE AUTHORITY.

F. If the attorney general determines that he is disqualified from
providing judicial or quasi-judicial Tegal representation or legal services
on behalf of any state agency in relation to any matter, the attorney general
shall give written notification to the state agency affected. If the agency
has received written notification from the attorney general that the attorney
general 1is disqualified from providing judicial or quasi-judicial legal
representation or Tegal services in relation to any particular matter, the
state agency is authorized to make expenditures and incur indebtedness to
employ attorneys to provide the representation or services.

G. If the attorney general and the director of the department of
agriculture cannot agree on the final disposition of a pesticide complaint
under section 3-368, if the attorney general and the director determine that
a conflict of interest exists as to any matter or if the attorney general and
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the director determine that the attorney general does not have the expertise
or attorneys available to handle a matter, the director is authorized to make
expenditures and incur indebtedness to employ attorneys to provide
representation or services to the department with regard to that matter.

H. Any department or agency of this state authorized by law to
maintain a legal division or incur expenses for legal services from funds
derived from sources other than the general revenue of the state, or from any
special or trust fund, shall pay from such source of revenue or special or
trust fund into the general fund of the state, to the extent such funds are
available and upon a reimbursable basis for warrants drawn, the amount
actually expended by the department of Taw within Tegislative appropriations
for such legal division or Tlegal services.

I. Appropriations made pursuant to subsection H of this section shall
not be subject to Tapsing provisions otherwise provided by law. Services for
departments or agencies to which this subsection and subsection G of this
section are applicable shall be performed by special or regular assistants to
the attorney general.

J. Notwithstanding section 35-148, monies received by the attorney
general from charges to state agencies and political subdivisions for legal
services relating to interagency service agreements shall be deposited,
pursuant to sections 35-146 and 35-147, 1in an attorney dgeneral agency
services fund. Monies in the fund are subject to legislative appropriation
and are exempt from the provisions of section 35-190 relating to lapsing of
appropriations.

Sec. 25. Section 41-724, Arizona Revised Statutes, is amended to read:

41-724. Exemptions

A. The Arizona board of regents, THE ARIZONA COMMERCE AUTHORITY and
THE 1legislative and Jjudicial branches of state government shall not be
subject to the provisions of this article except as prescribed by Taw.

B. The Arizona board of regents and the judicial branch of state
government shall be subject to the provisions of sections 35-112 and 35-113.

Sec. 26. Section 41-803, Arizona Revised Statutes, is amended to read:

41-803. QOperation of state motor vehicle fleet; public service

announcements; energy conservation; alternative and
clean burning fuels; definitions

A. The director shall operate a motor vehicle fleet for all state
owned motor vehicles for the purpose of providing transportation for state
officers and employees, except those officers and employees of any agency or
department excluded by subsection E of this section. The director shall make
fleet motor vehicles available to state agencies and departments on the
request of the chosen representative for that agency or department.

B. The director may adopt rules necessary for the administration of
the motor vehicle fleet. State agencies and departments, including agencies
and departments 1listed in subsection E of this section, may accept
compensation for placing public service announcements on state owned motor
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vehicles, and monies received shall be deposited, pursuant to sections 35-146
and 35-147, in the state general fund. The agency or department director
shall determine the appropriateness of the announcements, may exempt any
vehicles that are not suitable for advertising and may contract with private
parties for design and placement of the announcements.

C. The director shall provide for detailed <cost, operation,
maintenance, mileage and custody records for each state owned vehicle. On or
before August 1 of each year, all state agencies and departments, including
those 1listed in subsection E of this section, shall make information
available to the director regarding vehicle cost, operation, maintenance and
mileage and other information as established by the director in policies and
procedures for the purposes of the report prescribed in subsection R of this
section.

D. Each state department and agency shall pay from available monies
the cost of motor vehicle services received from the state motor vehicle
fleet at a rate determined by the director.

E. The following departments and agencies are excluded from
participation in the state motor vehicle fleet:

1. Department of public safety.

Department of transportation.

Department of economic security.

State department of corrections.

Universities and community colleges.

Arizona state schools for the deaf and the blind.

Cotton research and protection council.

ARIZONA COMMERCE AUTHORITY.

The director shall appoint a person in the office of the director
who is the state motor vehicle fleet alternative fuel and clean burning fuel
coordinator. The coordinator shall develop, implement, document, monitor and
modify as necessary a statewide alternative fuels plan in consultation with
all state agencies and departments that are subject to the alternative fuel
and clean burning fuel requirements prescribed in this section or any other
law. The approval of the coordinator is required for all acquisitions of
vehicles pursuant to this section, except for acquisitions by community
college districts.

G. Purchases of all new motor vehicles that primarily operate in
counties with a population of more than two hundred fifty thousand persons
and that have a gross vehicle weight of eight thousand five hundred pounds or
less, including those agency motor vehicle fleets listed in subsection E of
this section, shall meet the following minimum requirements for vehicles:

1. For model year 1997, ten per cent of new motor vehicles purchased
shall be capable of operating on alternative fuels.

2. For model year 1998, fifteen per cent of new motor vehicles
purchased shall be capable of operating on alternative fuels.

_l'I(I)\IOWO'I-hLA)I\)

_37_



O NOYO B~ WN

H.B. 2001

3. For model year 1999, twenty-five per cent of new motor vehicles
purchased shall be capable of operating on alternative fuels.

4. For model year 2000, fifty per cent of new motor vehicles purchased
shall be capable of operating on alternative fuels.

5. For model year 2001 and all subsequent model years, seventy-five
per cent of new motor vehicles purchased shall be capable of operating on
alternative fuels or clean burning fuels.

H. Purchases of new alternative fuel and clean burning fuel vehicles
that have a gross vehicle weight of eight thousand five hundred pounds or
less shall meet the following minimum requirements for vehicles that
primarily operate in counties with a population of more than one million two
hundred thousand persons:

1. For model year 2000, forty per cent of new alternative fuel and
clean burning fuel vehicles purchased shall comply with the United States
environmental protection agency standards for Tow emission vehicles pursuant
to 40 Code of Federal Regulations section 88.104-94 or 88.105-94.

2. For model year 2001, fifty per cent of new alternative fuel and
clean burning fuel vehicles purchased shall comply with the United States
environmental protection agency standards for Tow emission vehicles pursuant
to 40 Code of Federal Regulations section 88.104-94 or 88.105-94.

3. For model year 2002, sixty per cent of new alternative fuel and
clean burning fuel vehicles purchased shall comply with the United States
environmental protection agency standards for Tow emission vehicles pursuant
to 40 Code of Federal Regulations section 88.104-94 or 88.105-94.

4. For model year 2003, seventy per cent of new alternative fuel and
clean burning fuel vehicles purchased shall comply with the United States
environmental protection agency standards for Tow emission vehicles pursuant
to 40 Code of Federal Regulations section 88.104-94 or 88.105-94.

I. The coordinator may waive the requirements of subsection G of this
section for any state agency on receipt of certification supported by
evidence acceptable to the coordinator that:

1. The agency's vehicles will be operating primarily in an area in
which neither the agency nor a supplier has established or can reasonably be
expected to establish a central refueling station for alternative fuels or
clean burning fuels.

2. The agency 1is unable to acquire or be provided equipment or
refueling facilities necessary to operate vehicles using alternative fuels or
clean burning fuels at a projected cost that is reasonably expected to result
in net costs of no greater than thirty per cent more than the net costs
associated with the continued use of traditional gasoline or diesel fuels
measured over the expected useful 1life of the equipment or facilities
supplied. Applications for waivers shall be filed with the department of
environmental quality pursuant to section 49-412. An entity that receives a
waiver pursuant to this section shall retrofit fleet heavy-duty diesel
vehicles with a gross vehicle weight of eight thousand five hundred pounds or
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more that were manufactured in or before model year 1993 and that are the
subject of the waiver with a technology that is effective at reducing
particulate emissions at lTeast twenty-five per cent or more and that has been
approved by the United States environmental protection agency pursuant to the
urban bus engine retrofit/rebuild program. The entity shall comply with the
implementation schedule pursuant to section 49-555.

J. The department of administration, through the coordinator, may
acquire or be provided equipment or refueling facilities necessary to operate
such vehicles using alternative fuels or clean burning fuels:

1. By purchase or lease as authorized by law.

2. By gift or loan of the equipment or facilities.

3. By gift or loan of the equipment or facilities or any other
arrangement pursuant to a service contract for the supply of alternative
fuels or clean burning fuels.

K. The coordinator and the department—of—coemmerece GOVERNOR'S energy
office shall develop and implement a vehicle fleet energy conservation plan
for the purposes of reducing vehicle fuel consumption and to encourage and
progressively increase the use of alternative fuels and clean burning fuels
in state owned vehicles. The plans shall include:

1. A timetable by which fleet vehicles shall be replaced with vehicles
that have demonstrated high fuel economy estimates within their vehicle
class.

2. A timetable for increasing the use of alternative fuels and clean
burning fuels in fleet vehicles either through purchase or conversion. The
timetable shall reflect the following schedule and percentage of vehicles
which operate on alternative fuels or clean burning fuels:

(a) Not less than forty per cent of the total fleet by December 31,
1995, except for community college districts. Community college districts
shall comply by December 31, 2002.

(b) Not 1less than ninety per cent of the total fleet operating
primarily in counties with populations exceeding one million two hundred
thousand persons according to the most recent federal decennial census by
December 31, 1997, except for community college districts. Community college
districts shall comply by December 31, 2004.

3. Options for increasing, whenever possible, the use of vehicles that
have the capability to use available alternative fuels or clean burning
fuels, or vehicles that may be economically converted, if needed, for the use
of alternative fuels or clean burning fuels.

4. Options for the use of demonstrated innovative technologies that
promote energy conservation and reduced fuel consumption.

5. Methods that promote efficient trip planning and state vehicle use.

6. Car pooling and van pooling for agency employees for commuting and
job related travel.

L. The coordinator shall identify specific vehicle models within each
vehicle class that would meet the demands of each state agency and that
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demonstrate a high degree of fuel economy. Vehicle classes and fuel economy
comparisons shall be based on United States department of energy and United
States environmental protection agency data pursuant to title 15 United
States Code sections 2003 through 2006. For the use of an alcohol fueled
vehicle, the state agency shall demonstrate to the director that the fuel for
the vehicle is available within a ten mile radius of the primary home base of
that vehicle.

M. Subsections G, H, I, J, K, L, N, 0 and P of this section do not
apply to the purchase or lease of the following:

1. A vehicle to be used primarily for criminal law enforcement.

2. A motorcycle.

3. An all-terrain vehicle.

4. An ambulance.

5. A fire truck, a fire engine or any other fire suppression
apparatus.

N. Any contract for conversion of vehicles to alternative fuels
pursuant to this section shall be entered into by competitive sealed
proposals pursuant to section 41-2534.

0. If everything else is equal, when contracting for vehicles to
satisfy the requirements prescribed in this section, preference shall be
given to vehicles with the Towest emissions levels.

P. The departments and agencies excluded from participation in the
state motor vehicle fleet pursuant to subsection E of this section shall
develop and implement a program for alternative fuels and clean burning fuels
and fuel economy for their motor vehicle fleets substantially similar to the
standards set forth in this section, and the program shall be submitted to
the coordinator for review.

Q. A1l agencies, including those Tlisted in subsection E of this
section, shall comply with the plan developed and implemented by the
coordinator pursuant to subsection F of this section.

R. On or before November 1 of each year, the director shall submit a
report to the governor, the speaker of the house of representatives, the
president of the senate, the governor's office of strategic planning and
budgeting and the joint legislative budget committee concerning the use of
alternative fuels and clean burning fuels in the state motor vehicle
fleet. The report shall include at least the following:

1. The number of state fleet vehicles.

2. The number of state fleet vehicles used primarily in Maricopa
county.

3. The number of state fleet vehicles capable of using alternative
fuels or clean burning fuels.

4. Progress on c