ARIZONA STATE SENATE

46TH LEGISLATURE
FIRST REGULAR SESSION

MINUTES OF COMMITTEE ON

FINANCE
DATE: March 24, 2003 TIME: 1:30 p.m. ROOM: SHR 1
CHAIRMAN: Senator Martin VICE CHAIRMAN: Senator Harper
ANALYST: Denisse Gee COMMITTEE Nancy L. DeMichele
SECRETARY:
ASSISTANT Lace Collins
ANALYST:
INTERN: Sharad Desai
ATTENDANCE BILLS
Committee Members Pr Ab Ex Bill Number Disposition
Senator Brown X HB 2032 DPA
Senator Burns X HB 2091 DP
Senator Cheuvront X HB 2156 DPA
Senator Garcia X
Senator Jarrett X
Senator Leff X
Senator Weiers X
Senator Harper, Vice Chairman X
Senator Martin, Chairman X

GOVERNOR’S APPOINTMENTS

Name Position Recommendation

Robert Olson Member, Public Safety Personnel CONFIRMATION
Retirement System Fund Manager

Keith Meredith Member, Arizona State CONFIRMATION

Retirement System Board

Lawrence Trachtenberg Member, Arizona State Retirement CONFIRMATION
System Board

Steven Zeman Member, Arizona State Retirement CONFIRMATION
System Board



Chairman Martin called the meeting to order at 1:38 p.m., and roll call was taken.
APPROVAL OF MINUTES

Senator Martin announced, without objection, the minutes of the meetings of March 10 and 17, 2003,
are approved as distributed.

CONSIDERATION OF BILLS

HB 2156 — insurance; technical correction (now: vehicle claims:; lien holders; notice) — DO
PASS AMENDED

Sharad Desai, Finance Research Intern, explained HB 2156 requires an insured to provide
information regarding the existence of a lien or encumbrance on a vehicle when making a claim
greater than or equal to $1,000 for damages to the vehicle. He explained the 2-line Martin
amendment dated 3/19/03 at 3:50 p.m. makes technical changes.

Kelsey Lundy, Government Relations Specialist, Arizona Financial Services Association,
testified in support of HB 2156. She stated if someone has an accident and the damages are greater
than $1,000, the lienholder would have notification of that damage with this measure. She explained
that sometimes the owner of the vehicle receives a check directly from the insurance company, does
not repair the vehicle and defaults on the loan. In this instance the lienholder would not be aware of
the damage to the vehicle, and is left with a vehicle having significant damage. She said this
measure would require the borrower to notify the insurance company of the lien on the vehicle and
also the lienholder. Ms. Lundy said a lienholder would not have to be notified if the vehicle is repaired
and the check is sent directly to the repair shop upon confirmation of the repairs or that the check is
made out to both the lienholder and the borrower.

Senator Martin announced the individuals who registered their position on the bill (Attachment A).
Senator Harper moved HB 2156 be returned with a DO PASS recommendation.

Senator Harper moved the 2-line Martin amendment dated 3/19/03 at 3:50 p.m. be
ADOPTED (Attachment B). The motion CARRIED by a voice vote.

Senator Harper moved HB 2156 be returned with an AS AMENDED, DO PASS
recommendation. The motion CARRIED by a roll call vote of 7-0-2 (Attachment 1).

HB 2032 — mandates:; technical correction (now: adverse underwriting decisions: credit
history) — DO PASS AMENDED

Denisse Gee, Finance Research Analyst, explained HB 2032 disallows an insurer from calculating
an insurance score or using an insurance score that was calculated by a third party, if the score was
based on specific types of credit history. She explained the 4-line Martin amendment dated 3/18/03
at 4:07 p.m. adds that an insurer may use the lack of a credit history when calculating an insurance
score if the insurance treats the consumer as having neutral credit information. She said each
insurance company would determine what constitutes neutral credit information for their own
insurance scoring purposes.

Committee on Finance
2 March 24, 2003



Wendy Briggs, Lobbyist, American Insurance Association and USAA, testified in support of HB
2032 with the Martin amendment.  She stated that USAA is one of the larger members of the
Association. She commented that the problem with the current language in the bill occurs when
credit histories are run on individuals who do not have much credit history or have “thin files.” She
said in those instances there often is not enough information in the “thin files” to actuarially justify how
they are treated. Ms. Briggs commented that they would like to be able to treat the “thin files”
neutrally, similar to the way it is handled currently by most insurers.

Senator Garcia wanted to know how individuals are treated who purchase everything with cash and
do not have any credit history. Ms. Briggs responded this measure would not affect them negatively
or positively.

Senator Martin announced the individuals who registered their position on the bill (Attachment A).

Senator Harper moved HB 2032 be returned with a DO PASS recommendation.

Senator Harper moved the 4-line Martin amendment dated 3/18/03 at 4:07 p.m. be
ADOPTED (Attachment C). The motion CARRIED by a voice vote.

Senator Harper moved HB 2032 be returned with an AS AMENDED, DO PASS
recommendation. The motion CARRIED by a roll call vote of 8-0-1 (Attachment 2).

HB 2091 — school facilities board: new facilities — DO PASS

Ms. Gee explained HB 2091 removes the requirement on the School Facilities Board (SFB) to provide
project managers to a school district for new construction or maintenance projects. She said the bill
also allows surplus monies to be used for up to one year after the completion of a new SFB project.
She commented that the Education Committee passed an amendment that would subject an
accommodation school to additional statutory requirements. Ms. Gee explained a 5-page Martin
amendment dated 3/21/03 at 3:16 p.m. is being proposed (Attachment D). Senator Martin stated that
the Martin amendment will not be offered because the final revision needs more work, but an
explanation would be helpful. Ms. Gee explained the Martin amendment prohibits school districts
from paying commissions to consultants hired in connection with construction projects unless the
consultant provides legal services or investment banking services.

Spencer Kamps, Deputy Director, Home Builders Association of Central Arizona, testified as
neutral to HB 2091 and in support of the Martin amendment. He stated he has had discussions with
the School Boards Association and the Students First Board and both are conceptually in support of
the issue.

Representative Gray, bill sponsor, stated the only clarification she has is that the surplus money
can be used for that project only and not for anything else.

Senator Martin announced the individuals who registered their position on the bill (Attachment A).

Senator Harper moved HB 2091 be returned with a DO PASS recommendation.
The motion CARRIED by aroll call vote of 8-0-1 (Attachment 3).
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EXECUTIVE NOMINATIONS

Robert Olson - Member, Public Safety Personnel Retirement System Fund Manager—
CONFIRMATION

Mr. Desai provided background information regarding the nomination of Robert Olson.

Robert Olson stated he is currently serving as the County Attorney for Pinal County, and has served
seven years in that capacity. He said he is very much interested in serving as a member of the Public
Safety Personnel Retirement System (PSPRS) Fund Manager.

In response to Senator Jarrett, Mr. Olson provided further information regarding his employment
background. Senator Jarrett said she is unsure how Mr. Olson’s legal background would be
applicable to the PSPRS Fund Manager position. Mr. Olson explained he would be filling the position
previously occupied by Betsey Bayless as the elected official representative to the PSPRS Fund
Manager. He explained the responsibilities he has had in the past, and how those responsibilities
could be applied to the PSPRS Fund Manager position.

Senator Brown stated that Mr. Olson has a Certified Public Accountant background. He said he
would rather not have everyone on the PSPRS Fund Manager board be active practicing money
managers, but rather individuals who set policy in the State.

Mr. Olson explained the role of the PSPRS Fund Manager. Senator Jarrett said she does not have
any objection to Mr. Olson’s nomination, but merely wanted to know how his background would fit into
the PSPRS Fund Manager position. Mr. Olson said he respects Senator Jarrett’s inquiries. He said
he did not seek the appointment, but is excited with the opportunity of pursuing the position.

Senator Harper moved that the Committee on Finance recommend to the full
Senate the CONFIRMATION of Robert Olson as a Member of the Public Safety
Personnel Retirement System Fund Manager. The motion CARRIED by a roll call
vote of 8-0-1 (Attachment 4).

Keith Meredith - Member, Arizona State Retirement System Board — CONFIRMATION

Mr. Desai provided background information regarding the nomination of Keith Meredith.

Keith Meredith stated it is a privilege to be considered for the nomination as a Member of the
Arizona State Retirement System (ASRS) Board. He provided additional background, which includes
serving on the Health Advisory Committee for ASRS, and the Program Study Group for Health
Insurance for the ASRS Board. He said he welcomes the opportunity to be present, and will be
happy to answer any questions.

Senator Harper moved that the Committee on Finance recommend to the full
Senate the CONFIRMATION of Keith Meredith as a Member of the Arizona State
Retirement System Board. The motion CARRIED by a roll call vote of 8-0-1
(Attachment 5).

Lawrence Trachtenberg — Member, Arizona State Retirement System Board — CONFIRMATION

Mr. Desai provided background information regarding the nomination of Lawrence Trachtenberg.
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Lawrence Trachtenberg stated he is pleased to be considered for the nomination as a Member of
the ASRS Board. He stated he has been Chief Financial Officer and General Counsel of Mobile Mini,
Inc. for the past seven years. He said he has had extensive experience in that position dealing with
equity and debt professionals and fund managers. He commented he believes his experience
gualifies him for this position, and said he welcomes any questions.

Senator Martin announced that the vote for Mr. Trachtenberg will be taken after the testimony is
heard regarding Mr. Zeman, who is also being nominated as a Member of the ASRS Board.

Steven Zeman — Member, Arizona State Retirement System Board - CONFIRMATION

Mr. Desai provided background information regarding the nomination of Steven Zeman.

Steven Zeman stated he considers it a great privilege to be nominated for the position as a Member
of the ASRS Board. He said he looks forward to serving the active and retired members in the ASRS
system. He commented that he fully understands his fiduciary responsibilities as a trustee of the
fund, and provided additional information regarding his career background and responsibilities. He
said he is pleased to be considered and welcomes any questions.

Senator Burns moved that the Committee on Finance recommend to the full
Senate the CONFIRMATION of Lawrence Trachtenberg as a Member of the
Arizona State Retirement System Board. The motion CARRIED by a roll call vote
of 7-0-2 (Attachment 6).
Senator Burns moved that the Committee on Finance recommend to the full
Senate the CONFIRMATION of Steven Zeman as a Member of the Arizona State
Retirement System Board. The motion CARRIED by a roll call vote of 7-0-2
(Attachment 7).
Senator Martin announced that next week will most likely be the last meeting of the Committee.
There being no further business, the meeting adjourned at 2:15 p.m.

Respectfully submitted,

Nancy L. DeMichele
Committee Secretary

(Tapes and attachments on file in the Secretary of the Senate’s Office/Resource Center, Room 115.)
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