Department of Financial I nstitutions
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FY 2009 FY 2010 FY 2011
ACTUAL ESTIMATE BASELINE
OPERATING BUDGET
Full Time Equivalent Positions 57.1 47.1 65.1
Personal Services 2,060,700 1,991,500 3,087,000
Employee Related Expenditures 732,100 739,800 739,800
Professional and Outside Services 8,900 15,700 15,700
Travel - In State 0 0 30,000
Travel - Out of State 100 0 0
Other Operating Expenditures 499,700 464,100 534,100
Equipment 3,100 3,000 56,700
OPERATING SUBTOTAL 3,304,600 3,214,100 4,463,300
SPECIAL LINEITEMS
5th Special Session Reduction 0 (241,100) (241,100)
AGENCY TOTAL 3,304,600 2,973,000 4,222,200
FUND SOURCES
General Fund 3,304,600 2,973,000 2,973,000
Other Appropriated Funds
Financia Services Fund 0 0 1,249,200
SUBTOTAL - Other Appropriated Funds 0 0 1,249,200
SUBTOTAL - Appropriated Funds 3,304,600 2,973,000 4,222,200
Other Non-Appropriated Funds 3,042,000 1,618,600 1,618,600
TOTAL - ALL SOURCES 6,346,600 4,591,600 5,840,800
CHANGE IN FUNDING SUMMARY FY 2010 to FY 2011 Baseline
$ Change % Change

General Fund 0 0.0%

Other Appropriated Funds 1,249,200 42.0%

Total Appropriated Funds 1,249,200 42.0%

Non-Appropriated Funds 0 0.0%

Total - All Sources 1,249,200 27.2%

AGENCY DESCRIPTION — The department regulates state-chartered financial entities. The regulated entities include
money transmitters, motor vehicle dealers, holding companies, trust companies, sales finance companies, collection agencies,
escrow agents, debt management companies, consumer lenders, mortgage bankers, mortgage brokers, premium finance

companies, credit unions and banks.

Operating Budget

The Baseline includes $4,463,300 and 65.1 FTE Positions
for the operating budget in FY 2011. This amount consists
of:

Loan Originator Licensing OF 385,700
The Baseline includes an increase of $385,700 and 7 FTE
Positions from the Financial Services Fund in FY 2011 for
Loan Originator Licensing. Laws 2009, Chapter 163
requires al loan originators to be licensed by July 1, 2010
and establishes the Financial Services Fund to generate
revenue through loan originator licensing fees. An

General Fund $3,214,100 : o , o> B

Financial Services Fund 1,249,200 estimated 5,000 loan originators will apply for licensing in
FY 2010. The new license type will increase the

FY 2011 adjustments would be as follows: department’s tot_al licensees from 3,679 in FY 2009 to an
estimated 8,700 in FY 2010.
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Licensing staff processed an average of 613 licensees per Currently, the Department of Financia Institutions utilizes

person in FY 2009. With the loan originator program, this an FTE Position from another areato work on IT issues. A
would increase to 1,450 licensees per licensing staff strategic  assessment  performed by  Government
member in FY 2010. With the addition of 5 Customer Information Technology Agency (GITA) in FY 2006 and
Service FTE Positions in FY 2011, this ratio would fall to 2007 recommended the implementation of an IT budget
827 licensees per licensing staff. The remaining 2 FTE and staff given the agency’s size and potential for
Positions include an additional Licensing Project Manager automation for functions such as licensing. The increased
and Administrative Assistant. workload from 5,000 loan originator licensees will require

additional IT support to employees.
Additional Examiners OF 686,200

The Baseline includes an increase of $686,200 and 10 FTE

5™ Special Session Reduction

Positions from the Financial Services Fund in FY 2011 for

additional examiners. This adjustment includes $586,200 The Baseline includes $(241,100) from the General Fund
in Personal Services and Employee Related Expenses, in FY 2011 to continue the 5" Special Session Reduction.
$30,000 for additiona travel, and $70,000 in increased This lump sum reduction would be alocated to specific

overhead costs. A.R.S. § 6-122B requires each mortgage lineitemsin the FY 2011 General Appropriation Act.
licensee to be examined at least once in every 5-year

perlod * % *

The Department of Financial Institutionsis currently out of FORMAT — Lump Sum by Agency
statutory compliance with 539 licensees having not been

examined during the past 5 years. The new |oan originator FOOTNOTES

licensee program is estimated to add an additional 5,000
licensees, which will be subject to A.R.S. § 6-122B. The
loan originator licensees will be examined as part of the
process of examining the mortgage banker and broker. As
a result, the loan originator licensees will cause the length

Standard Footnotes

The Department of Financial Institutions shall assess and
set fees to ensure that monies deposited in the state
General Fund will equal or exceed its expenditure from the

of time to complete an exz_ami natipn to increase. In 2(_)09, State General Fund.

the Department of Financial Institutions had 1 examiner

per 725 licensees. After adjusting for new loan originator OTHER ISSUESFOR LEGISLATIVE CONSI DERATION
licensees and 10 additional examiners, there would be 1

examiner per 538 licensees. For comparison, in FY 2008 50 ETE Position Reduction

the ratio was 1 examiner per 275 licensees. The Department of Financial Institutions originally

i budgeted 48.1 General Fund FTE Positions in FY 2010.
Implement Information OF 177,300 Laws 2009, 3¢ Special Session, Chapter 11, Section 17

Technology Budget mandates a 5% General Fund FTE Position reduction by
The Basaline includes an increase of $177,300 and 2 FTE February 1, 2010. Given the mid-year implementation,

Positions_:from the Financial Serviceﬁ_ Fund in FY 2011 for this provision requires the Department of Financial
Information Technology (IT). This amount represents Ingtitutions to reduce an additional 1 FTE Position in

75% of the agencys total automation plan, since loan FY 2010 and 2 General Fund FTE Positionsin FY 2011,
originators are estimated to constitute 75% of the agency’s

licensees. The remaining costs would be funded by the
agency’s existing funding. This adjustment includes
$53,700 in one-time equipment costs.

FY 2009 FY 2010
SUMMARY OF FUNDS Actual Estimate
Arizona Escrow Recovery Fund (BDA2341/A.R.S. § 6-847.01) Non-Appropriated

Sour ce of Revenue: Within the fund, the Superintendent shall keep separate and distinct the following 2 accounts: 1) real property escrow
agents account and 2) all other escrow agents account. All real property escrow agents shall make a one-time contribution of $5,000 plus
3% of gross escrow fees until the real property escrow subaccount balance reaches $4,000,000. Real property escrow agents may be asked
to resume payment if claims draw the subaccount balance below $4,000,000 or if there is an open escrow receivership that may require
additional monies. Escrow agents, other than real property agents, pay into the fund as prescribed by the Superintendent.

Purpose of Fund: To pay claims against escrow agents. Each year, the department may receive up to 2% of the fund balance for
administration costs.

Funds Expended 77,300 10,000

Year-End Fund Balance 1,949,800 739,100

FY 2011 Baseline 216 Department of Financial Institutions



SUMMARY OF FUNDS FY 2009 FY 2010

Actual Estimate
Financial Services Fund (BDA1998/A.R.S. § 6-991.21) Appropriated
Sour ce of Revenue: Loan originator licensing fees.
Purpose of Fund: To supervise and regulate loan originators.
Funds Expended 0 0
Year-End Fund Balance 0 2,125,000
IGA and | SA Fund (BDA2500/A.R.S. § 6-1241) Non-Appropriated

Sour ce of Revenue: Monies received through Intergovernmental Agreements with the Attorney General's Office.

Purpose of Fund: To reimburse the department for expenses related to the examination of money transmitting organizations. The banking
examiners work in cooperation with the Attorney General's Office to provide information leading to the criminal conviction of fraudulent
money transmitting organizations.

Funds Expended 182,800 139,800
Year-End Fund Balance 0 0
M ortgage Recovery Fund (BDA1997/A.R.S. § 6-991.09) Non-Appropriated

Sour ce of Revenue: Licensing and renewal fees paid by licensed loan orginators.

Purpose of Fund: To benefit any person aggrieved by any act, representation, transaction or conduct of a licensed loan orginator that
violates statute or rule.

Funds Expended 0 0
Year-End Fund Balance 0 376,000
Receiver ship Revolving Fund (BDA3023/A.R.S. § 6-135.01) Non-Appropriated

Sour ce of Revenue: Revenue generated from the sale of assets of firms under receivership and transfers from the department's Revolving
Fund.

Purpose of Fund: Provide funding for the administration of receiverships.

Funds Expended 74,200 500,500
Year-End Fund Balance 1,195,800 674,400
Revolving Fund (BDA2126/A.R.S. § 6-135) Non-Appropriated

Source of Revenue: Investigative costs, attorney fees, or civil penalties recovered as the result of an enforcement action brought by the
department or the Attorney General for violations of state banking laws.

Purpose of Fund: To support investigative and enforcement activities conducted by the department and the Attorney General. Year-end
unencumbered fund balances in excess of $50,000 are transferred to the department's Receivership Revolving Fund.

Funds Expended 2,707,700 968,300
Year-End Fund Balance 172,300 27,300
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