ARIZONA STATE SENATE

48TH LEGISLATURE
SECOND REGULAR SESSION

MINUTES OF COMMITTEE ON
FINANCIAL INSTITUTIONS, INSURANCE AND RETIREMENT
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CHAIRMAN: Senator Gorman

TIME: 1:30 p.m.
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ROOM: SHR 2

Senator Huppenthal

ANALYST: Brett Rufer COMMITTEE
SECRETARY: Jeff Turner
ATTENDANCE BILLS
Committee Members Pr Ab Ex Bill Number Disposition
Senator McCune Davis X SB 1239 DP
Senator Rios X SB 1492 HELD
Senator Verschoor X SB 1496 DP
Senator Huppenthal, Vice Chairman X
Senator Gorman, Chairman X



Chairman Gorman called the meeting to order at 1:40 p.m., and attendance was taken.
APPROVAL OF MINUTES

Senator Gorman moved the minutes of February 11, 2008 be approved. Without
objection, the minutes were approved as distributed.

CONSIDERATION OF BILLS

Senator Gorman welcomed Senator Rios as the new legislative member to the Committee on
Financial Institutions, Insurance and Retirement.

SB 1496 - home loans; payment disclosures — DO PASS

Brett Rufer, Financial Institutions, Insurance and Retirement Committee Research Analyst,
explained SB 1496 and answered questions posed by the Committee.

Senator Gorman, bill sponsor, further explained SB 1496.

Wendy Briggs, Arizona Bankers Association, testified in opposition to SB 1496 and answered
guestions posed by the Committee.

Senator Huppenthal moved SB 1496 be returned with a DO PASS
recommendation. The motion CARRIED with a roll call vote of 3-2-0 (Attachment
1).

In explanation of her vote, Senator McCune Davis stated, “I have talked to a number of people who
have had problems with their arm mortgages or adjustable mortgages and rarely have | found an
individual who believed that they would be able to pay the larger amount, what was intended in most
cases and they were encouraged by the people putting the loans together, that the value of their
homes would decrease and they would have the opportunity to refinance that home prior to the bump
in the mortgage. Since the market chilled and home values dropped, those opportunities went away
and so, it is my opinion that the addition of another piece of paper in the disclosure process that
already exists and is already required by federal law is in fact more regulation on banks and thus
(inaudible) and | vote aye.”

In explanation of her vote, Senator Rios said, “l think you start with a really good idea in trying to
achieve some consumer protection, my concern as we heard in testimony, is that we may be setting
up some false sense of security to consumers and so, at this point | am going to vote no and | reserve
the right to change it later.”

SB 1239 - deferred presentment transactions:; requlations — DO PASS

Brett Rufer, Financial Institutions, Insurance and Retirement Committee Research Analyst,
explained SB 1239. He explained the 19-line McCune Davis amendment dated 2/15/08 at 3:47 p.m.
(Attachment A) and the 2 page McCune Davis amendment dated 2/15/08 at 11:56 a.m. (Attachment
B)

Stan Barnes, Community Financial Services Association, testified in support of SB 1239 and

answered questions posed by the Committee.
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Senator Blendu, bill sponsor, answered questions posed by the Committee.

Kelly Griffith, Deputy Director, Southwest Center for Economic Integrity, testified in opposition
to SB 1239.

Ritch Steven, President, Arizona AARP, testified in opposition to SB 1239.
Kathy Jorgensen, Society of St. Vincent de Paul, testified in opposition to SB 1239.

Ellen Katz, William E. Morris Institute for Justice, testified in opposition to SB 1239 and submitted
a handout entitled North Carolina Consumers after Payday Lending (Attachment C).

Senator Huppenthal moved SB 1239 be returned with a DO PASS
recommendation.

Senator McCune Davis moved the 19-line McCune Davis amendment dated
2/15/08 at 3:47 p.m. be ADOPTED. The motion FAILED by voice vote.

Senator McCune Davis moved the 2 page McCune Davis amendment dated
2/15/08 at 11:56 a.m. be ADOPTED. The motion FAILED by voice vote.

Senator McCune Davis moved SB 1239 be returned with a DO PASS
recommendation. The motion CARRIED with a roll call vote of 3-2-0 (Attachment
2).

In explanation of her vote, Senator Rios stated, “I am actually excited because when | questioned
Senator Blendu, as to the 36 percent cap yesterday he said he thought that was too much. | think if
we can get him to agree to amend his bill it would be ready to go, with that | vote no.”

In explanation of his vote, Senator Verschoor said, “I think that a lot of good information has been put
through today and I have a lot of these concerns and like Senator Blendu expressed (inaudible) fees
that are out there.....how far do we want to go in regulating this? | think these are good points. | hope
that some of these points are brought up for further discussion. | am going to vote yes to move the bill
along. | do have concerns with this practice just as | have concerns with other practices that we allow
to go on, whether they are banks, whether they are credit cards or whether they are payday / check
cashing loan places, with that | vote aye.”

In explanation of his Vote, Senator Huppenthal remarked, “Speed reading through the study here, this
is a very good study but it does not get to some of the core issues that some of us are interested in
which is, the uses that payday loans are put towards. Let us emphasize, people that use payday
loans, there are only 23 in this study....| have no doubt if you get a public opinion survey that the
public opinion would weigh in against payday loan lenders. The bottom line is, to what beneficial
purposes do payday loans go to, that is what | am interested in, and detailing out to the extent that it
provides capital to people that have a legitimate use, enables them to function in life appropriately. |
definitely think that there is room for some of the outlandish situations that we have heard described
here and also, just the signage. | find the signage very offensive and particularly with a strong
suspicion that some of these loans are going towards a non-beneficial purposes. | think regulation of
that is appropriate and | think regulations that would knock out some of these abuses are also
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appropriate. We have a way to go on this bill and I think a lot of negotiation (inaudible) and for now |
vote aye.”

In explanation of her vote, Senator Gorman stated, “We have heard some testimony about what other
states are doing and one thing that can be said clearly is that every state is so different and while
there has been some results in other states, it was not within the confines of Arizona’s peculiar
market as well as (inaudible) statutes. To me there is value in looking at this as it relates specifically
to Arizonans and the Arizona lending industry, and the internet as a special issue we have not even
discussed today and we have to, of course, look at that | think, as part of that study. A lot of the things
discussed today are horrendous. This bill can not move for a variety of reasons, some of them are
political, some of them are practical but those are coming forward from the industry and they are
doing whatever they can, they are doing their best to be responsible (inaudible) consumers choice
prevents them from having to go to less favorable types of solutions and they find themselves in a
crisis. | do not like to see us doing things in the legislature that prohibits consumers from making the
choices that are right for them so | am going to go ahead and vote aye on this today.”

SB 1492 - payday loans; repeal termination date — HELD

Senator Gorman announced that SB 1492 would be HELD.

There being no further business, the meeting was adjourned at 3:08 p.m.

Respectfully submitted,

Jeff Turner
Committee Secretary

(Audio recordings and attachments on file in the Secretary of the Senate’s Office/Resource Center, Room 115.
Audio archives are available at http://www.azsenate.gov)
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