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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 6-832, Arizona Revised Statutes, is amended to
read:

6-832. Annual audit; report

A. The records of each escrow agent shall be audited at least once
each fiscal year by a certified public accountant. The audit shall include
an audit of the escrow, account servicing and subdivision trust activities of
the escrow agent and shall follow generally accepted accounting principles.
A copy of the audit report shall be filed with the superintendent not more
than one hundred twenty days after the end of the escrow agent's fiscal year.
The audit requirement may be satisfied by filing a copy of the audit report,
which 1is prepared by a certified public accountant, of the parent of the
escrow agent including an audit of the escrow, account servicing and
subdivision trust activities of the escrow agent within the prescribed time
period. The superintendent may extend the time period in this subsection up
to ninety days for good cause shown.

B. At the time required by the superintendent, every escrow agent
shall make and file in the office of the superintendent a true and correct
report, in the form and containing the data the superintendent may require,
of the business of the agent, including the agent's escrow, account servicing
and subdivision trust activities. Every agent shall reply promptly 1in
writing to an inquiry from the superintendent concerning the escrow agent's
business. EACH ESCROW AGENT OR ESCROW COMPANY THAT DOES NOT MAINTAIN AN
ESCROW INTEREST ON TRUST ACCOUNT PURSUANT TO SECTION 6-834 SHALL ITEMIZE IN
ITS REPORT, BY DATE, AMOUNT AND FINANCIAL INSTITUTION, ALL REIMBURSEMENTS,
OTHER MONIES AND ANY OTHER BENEFITS RECEIVED FROM ANY FINANCIAL INSTITUTION
RELATED TO ESCROW ACCOUNTS HELD AT THAT INSTITUTION.

C. The scope of the audit shall include consideration of the escrow
agent's internal control structure AS DEFINED IN SECTION 6-841 in accordance
with generally accepted auditing standards. A separate report shall be
submitted to the superintendent if reportable conditions are identified that
indicate significant deficiencies in the design or operation of the internal
control structure of the escrow agent which would adversely affect the
agent's ability to record, process, summarize and report financial data
consistent with the assertions of management in the financial statements. 1If
reportable conditions are identified, the report on reportable conditions
shall recommend specific measures to improve the escrow agent's internal
control structure.

Sec. 2. Section 6-834, Arizona Revised Statutes, is amended to read:

6-834. Deposit of monies; escrow accounts; escrow interest on

trust accounts

A. Unless atH—of—theparties—to—the—escrowotherwise—nstruet EITHER
the escrow agent Ha—writing DETERMINES THAT THE MONIES HELD WOULD EARN
INTEREST INCOME FOR THE BUYER'S OR SELLER'S BENEFIT IN EXCESS OF COSTS, OR
THE ESCROW AGENT DOES NOT SUBMIT NOTICE PURSUANT TO SUBSECTION H OF THIS
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SECTION THAT IT ELECTS TO MAINTAIN AN ESCROW INTEREST ON TRUST ACCOUNT, the
escrow agent shall deposit and maintain all monies deposited in AN escrow
INTEREST ON TRUST ACCOUNT to be delivered on the close of the escrow or on
any other contingency in a bank, savings bank or savings and Toan association
doing business in this state and the escrow agent shall keep all of the
escrow monies separate, distinct and apart from monies belonging to the
escrow agent. Notwithstanding the parties' instructions to the escrow agent,
the escrow agent shall not deposit the escrow monies in an institution
outside the United States. When deposited, the monies shall be designated as
"escrow INTEREST ON TRUST accounts™ or given some other appropriate
designation indicating that the monies are not the monies of the escrow
agent. These monies shall be deposited immediately IN AN INTEREST BEARING
ESCROW INTEREST ON TRUST ACCOUNT on receipt or as soon thereafter as is
reasonably practicable.

B. A person shall not knowingly keep or cause to be kept any monies in
any bank or savings and loan association under the heading of "escrow
accounts”™ or any other name designating the monies as belonging to the
clients of any escrow agent, except actual escrow monies deposited with such
escrow agent.

C. Escrow property is not subject to execution or attachment on any
claim against the escrow agent.

D. Not Tater than three business days after receipt of any escrow

monies, the escrow agent shall ﬁ%6V+de—%ﬂ—eﬁ€h—deﬁ6%%%+ﬁg—bﬂy€%—ﬁ¥—%€44€%—

ageﬁ%—%e—be—fﬁﬁ%ﬂe%e&— DETERMINE WHETHER THE DEPOSITED MONIES SHOULD BE
PLACED IN AN ESCROW INTEREST ON TRUST ACCOUNT OR A SEPARATE ACCOUNT ON WHICH
THE BUYER OR SELLER WOULD EARN NET INTEREST. IN MAKING THE DETERMINATION THE
ESCROW AGENT SHALL CONSIDER THE FOLLOWING INFORMATION:

1. THE AMOUNT OF THE MONIES TO BE DEPOSITED.

2. THE EXPECTED DURATION OF THE DEPOSIT, INCLUDING THE LIKELIHOOD OF
DELAY IN THE MATTER FOR WHICH THE MONIES ARE HELD.

3. THE RATES OF INTEREST OR YIELD AT FINANCIAL INSTITUTIONS WHERE THE
MONIES ARE TO BE DEPOSITED.
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4. THE COST OF ESTABLISHING AND ADMINISTERING AN INDIVIDUAL ESCROW
ACCOUNT FOR THE BUYER'S OR SELLER'S BENEFIT, INCLUDING SERVICE CHARGES, THE
COSTS OF THE ESCROW AGENT'S SERVICES AND THE COSTS OF PREPARING ANY TAX
REPORTS REQUIRED FOR INCOME ACCRUING TO THE BUYER'S OR SELLER'S BENEFIT.

5. THE CAPABILITY OF FINANCIAL INSTITUTIONS TO CALCULATE AND PAY
INCOME TO INDIVIDUAL BUYERS OR SELLERS.

6. ANY OTHER CIRCUMSTANCES THAT AFFECT THE ABILITY OF THE FUNDS TO
EARN A NET RETURN.

E. An escrow agent shall not receive from any depository institution
any interest earned or other benefit from monies deposited with an escrow
agent in connection with any escrow. Nothing in this subsection prohibits
the escrow agent from receiving accounting, data processing or other services
directly related to the administration of escrow accounts.

F. INTEREST AND DIVIDENDS EARNED FROM ESCROW INTEREST ON TRUST
ACCOUNTS SHALL BE ADMINISTERED AS FOLLOWS:

1. THE DEPOSITORY INSTITUTION SHALL MAINTAIN ESCROW INTEREST ON TRUST
ACCOUNTS AND DETERMINE INTEREST RATES AND DIVIDENDS AS PERMITTED BY AND IN
THE SAME MANNER AS SPECIFIED FOR INTEREST ON LAWYERS' TRUST ACCOUNTS PURSUANT
TO RULES ADOPTED BY THE SUPREME COURT.

2. THE INTEREST AND DIVIDENDS EARNED, MINUS ANY REASONABLE SERVICE
CHARGE OF THE FINANCIAL INSTITUTION AND PAYMENT TO THE ESCROW AGENT FOR
ACCOUNTING, DATA PROCESSING OR OTHER SERVICES DIRECTLY RELATED TO THE
ADMINISTRATION OF ESCROW ACCOUNTS, SHALL BE REMITTED AT LEAST QUARTERLY AS
PERMITTED BY AND IN THE SAME MANNER AS SPECIFIED FOR INTEREST ON LAWYERS®
TRUST ACCOUNTS PURSUANT TO RULES ADOPTED BY THE SUPREME COURT. INTEREST
REMITTED SHALL NOT BE LESS THAN A RATE OF ONE PER CENT ANNUAL PERCENTAGE
YIELD UNLESS THE RATE ON OTHER SIMILAR TYPES OF ACCOUNTS WITH COMPARABLE
DEPOSITS IS LESS THAN TWO PER CENT, IN WHICH CASE THE INTEREST REMITTED SHALL
BE AT LEAST ONE-THIRD OF THAT RATE, AND THE REIMBURSEMENT OF ADMINISTRATIVE
COSTS DIRECTLY RELATED TO THE ESCROW TRUST ACCOUNT MAY BE UP TO ONE-THIRD OF
THAT RATE.

3. ESCROW AGENTS MUST HAVE AVAILABLE UP TO ONE PER CENT ANNUAL
PERCENTAGE YIELD FOR REIMBURSEMENT OF ACCOUNTING, DATA PROCESSING OR OTHER
SERVICES DIRECTLY RELATING TO THE ADMINISTRATION OF ESCROW ACCOUNTS.

4. AT THE TIME OF REMITTANCE, A STATEMENT SHALL BE PROVIDED SHOWING
ALL OF THE FOLLOWING:
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(a) THE NAME OF THE TITLE INSURANCE AGENT OR COMPANY FOR WHOM THE
REMITTANCE IS SENT.

(b) THE ACCOUNT NUMBER.

(c) THE RATE OF INTEREST APPLIED.

(d) THE SERVICE CHARGES.

(e) THE NET AMOUNT REMITTED FOR EACH ACCOUNT.

(f) THE REPORTING PERIOD.

(g) THE TOTAL AMOUNT REMITTED FOR EACH ACCOUNT.

(h) THE TOTAL NUMBER OF ACCOUNTS.

(i) THE AVERAGE ACCOUNT BALANCE FOR EACH MONTH OF THE PERIOD FOR WHICH
THE REPORT IS MADE.

(j) THE NAME OF THE BANK, SAVINGS BANK OR SAVINGS AND LOAN ASSOCIATION
AND CONTACT INFORMATION RELATING TO THE ESCROW INTEREST ON TRUST ACCOUNT.

5. AS PERMITTED BY AND IN A MANNER CONSISTENT WITH RULES ADOPTED BY
THE SUPREME COURT, THE RECEIVING ENTITY SHALL USE THE FUNDS FOR THE FOLLOWING
PURPOSES:

(a) TWENTY-FIVE PER CENT OF THE MONIES SHALL BE USED FOR THE
ADMINISTRATION AND DELIVERY OF GRANTS RELATING TO THE DEVELOPMENT OF
AFFORDABLE HOUSING OPPORTUNITIES FOR LOW AND MODERATE INCOME HOUSEHOLDS. A
PRIORITY SHALL BE GIVEN TO FUNDING PROJECTS THAT PROVIDE FOR OPERATING,
CONSTRUCTING OR RENOVATING FACILITIES FOR HOUSING FOR LOW INCOME FAMILIES AND
THAT PROVIDE HOUSING AND SHELTER TO FAMILIES THAT HAVE CHILDREN.

(b) TWENTY-FIVE PER CENT OF THE MONIES SHALL BE USED FOR THE
ADMINISTRATION OF GRANTS TO NONPROFIT ORGANIZATIONS, INCLUDING FAITH BASED
ORGANIZATIONS, FOR HOMELESS EMERGENCY AND TRANSITIONAL SHELTERS AND RELATED
SUPPORT SERVICES.

(c) FIFTY PER CENT SHALL BE USED FOR THE ADMINISTRATION AND DELIVERY
OF GRANTS RELATING TO LEGAL SERVICES FOR VICTIMS OF DOMESTIC VIOLENCE AND
SEXUAL ASSAULT, FOR DIRECT LEGAL SERVICES RELATING TO RIGHTS OF CHILDREN AND
THE ELDERLY AND FOR LEGAL SERVICES RELATING TO AFFORDABLE HOUSING
OPPORTUNITIES AND SUSTAINABILITY FOR LOWER INCOME RESIDENTS. THESE MONIES
ARE FOR DIRECT LEGAL ASSISTANCE AND MAY NOT BE USED FOR ANY CLASS ACTION
LAWSUITS.

6. ANY ENTITY THAT RECEIVES THESE MONIES MUST FILE A REPORT NO LATER
THAN AUGUST 1 OF EACH YEAR WITH THE SUPERINTENDENT LISTING THE GRANTS MADE
FROM THE MONIES AND THE ADMINISTRATIVE EXPENSES THE ENTITY INCURRED. THE
SUPERINTENDENT SHALL INCLUDE THAT INFORMATION IN AN ANNUAL REPORT.

G. THIS STATE OR ANY POLITICAL SUBDIVISION OF THIS STATE MAY NOT
PURSUE A DISCIPLINARY MATTER AGAINST AN ESCROW AGENT SOLELY BECAUSE THE
ESCROW AGENT MADE A GOOD FAITH DETERMINATION OF THE APPROPRIATE ACCOUNT IN
WHICH TO DEPOSIT OR INVEST ESCROW MONIES.
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H. AN ESCROW AGENT, OR AN ESCROW COMPANY ON BEHALF OF ITS AGENTS AS
DISCLOSED IN THE NOTICE, MAY NOTIFY THE SUPERINTENDENT IN WRITING THAT THE
AGENT OR COMPANY INTENDS TO MAINTAIN AN ESCROW INTEREST ON TRUST ACCOUNT AS
PROVIDED BY THIS SECTION. THE NOTICE REMAINS IN EFFECT UNTIL REVOKED OR
CHANGED BY THE ESCROW AGENT OR ESCROW COMPANY. AN ESCROW AGENT OR ESCROW
COMPANY THAT DOES NOT MAINTAIN AN ESCROW INTEREST ON TRUST ACCOUNT PURSUANT
TO THIS SECTION MAY DEPOSIT ESCROW MONIES THAT ARE NOT EXPECTED TO EARN NET
INTEREST FOR THE BUYER OR SELLER IN ANY ACCOUNT AT ANY INSURED UNITED STATES
DEPOSITORY INSTITUTION OF THE AGENT'S OR COMPANY'S CHOICE.
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