
  

 
 COMMITTEE ON BANKING AND INSURANCE 
   February 7, 2011 

ARIZONA HOUSE OF REPRESENTATIVES 
Fiftieth Legislature – First Regular Session 

 
COMMITTEE ON BANKING AND INSURANCE 

 
Minutes of Meeting 

Monday, February 7, 2011 
House Hearing Room 5  --  2:00 p.m. 

 
 
Vice-Chairman Dial called the meeting to order at 2:00 p.m. and attendance was noted by the 
secretary. 
 

Members Present 
 
Ms. McCune Davis Mr. Seel Mr. Dial, Vice-Chairman 
Mr. Miranda R Mr. Smith D Mrs. McLain, Chairman 
   

Members Absent 
 
Mr. Williams   
 

Committee Action 
 
HB2296 - DPA (6-0-0-1) HB2412 - Held by Chairman 
HB2297 - DP (4-2-0-1) 
 
 
CONSIDERATION OF BILLS: 
 
HB2412 - credit card agreements. - HELD BY CHAIRMAN 
 
Vice-Chairman Dial announced that HB2412 will be held. 
 
HB2296 -  national banks; mortgage loan originators – DO PASS AMENDED 
 

Chairman McLain moved that HB2296 do pass. 
 
Brooke Olguin, Majority Research Analyst, stated that HB2296 allows a federally registered 
bank that is exempt from state licensure as a mortgage broker or mortgage banker to file for a 
certificate of exemption from the Department of Financial Institutions (DFI) in order to 
reasonably supervise the activities of a licensed mortgage loan originator employed by the 
applicant (Attachment 1).  The bill outlines the application process. 

 
Chairman McLain moved that the Dial 10-line amendment dated 2/4/11 be 
adopted (Attachment 2). 
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Ms. Olguin explained that the Dial 10-line amendment dated 2/4/11 allows DFI to charge a fee 
for processing the application and for other costs incurred (Attachment 2).  It also states that a 
designated responsible individual may be located in Arizona or out of state and may supervise 
one or more mortgage loan originators in the state. 
 
Mr. Seel asked what the fee is and whether it is open to interpretation.  He also inquired what 
effect the suspension of rule-making has on that fee creation.  Ms. Olguin answered that the bill 
does not specify the amount of the fee.  She said she believes it will be up to the Department to 
set the fee.   
 
Don Isaacson, representing State Farm Insurance, in support of HB2296, related that in 2008, 
Congress enacted the Secure and Fair Enforcement for Mortgage Licensing (SAFE) Act in 
response to the deteriorating national mortgage condition.  The Act required everyone in the 
business who originates mortgage loans to either be registered as part of a national banking 
enterprise or be licensed at the state level.  Prior to that time, Arizona had licensing for mortgage 
bankers and mortgage brokers, but not mandatory licensing for mortgage loan originators.  State 
legislation passed in 2009 required licensing and supervision at the state level.  Neither of the 
options under the Act fit the business model of the State Farm Bank.  This legislation, drafted by 
DFI, provides for the following:  State Farm is a national entity and will register with the 
Department, pay a fee, designate a person or persons to supervise licensed mortgage loan 
originators in Arizona and be supervised by the national bank.  The amendment clarifies that a 
fee can be charged by DFI that is commensurate with other fees it charges, and that the 
supervising party can be domiciled in Arizona or in another state. 
 
Gretchen Conger, Legislative Liaison, Department of Financial Institutions (DFI), neutral on 
HB2296, stated that the Department has not discussed the fee.  She advised that all of the 
Department’s fees are set through the rule-making process and requires public input.  She said 
she assumes it will be aligned with other fees which run anywhere from $25 to $50. 
 
Mr. Isaacson noted that the Arizona Bankers Association has not opposed the bill.  He pointed 
out that similar legislation has been enacted in other states.  The benefit to consumers is that they 
will be as protected as anyone else doing business with any other licensed entity; this is another 
option for consumers. 
 
In reply to Mr. Smith, Mr. Isaacson answered that he supports the amendment. 
 
Chairman McLain announced the names of those who signed up in support of HB2296 but did 
not speak: 
Darrell Blomberg, representing self 
Norman Moore, representing State Farm Insurance 
 
Chairman McLain announced the names of those who signed up in opposition to HB2296 but did 
not speak: 
Bryan Ginter, representing self 
 

Question was called on the motion that the Dial 10-line amendment dated 
2/4/11 be adopted (Attachment 2).  The motion carried. 
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Chairman McLain moved that HB2296 as amended do pass.  The motion 
carried by a roll call vote of 6-0-0-1 (Attachment 3). 

 
HB2297 - escrow agents; recovery fund; repeal - DO PASS 
 

Chairman McLain moved that HB2297 do pass. 
 

Jennifer Londono, Majority Intern, explained that HB2297 repeals the Escrow Recovery Fund 
and deposits any remaining monies into the General Fund (Attachment 4).  The bill also requires 
that all real property escrow agents offer, upon request, a closing protection letter (CPL) which 
serves as protection for the loss of escrow monies due to fraud or dishonesty of the escrow agent. 
 
Larry Phelps, State Counsel, Land Title Association of Arizona, testified in support of HB2297.  
He advised that in the past, the Escrow Recovery Fund has served Arizona well.  During the last 
15 years, there have been no claims paid against the Fund.  He said the Department of Financial 
Institutions (DFI) is very busy and the Association believes the Department’s resources can be 
better allocated on other issues rather than receiving contributions and refunding them to the 
companies that made the contributions.  The Association hopes to continue to serve the citizens 
of Arizona without the necessity to continue the Escrow Recovery Fund. 
 
In reply to Mr. Seel, Mr. Phelps answered that historically, $4 million has been maintained in the 
Fund.  He noted that there is not as much in the Fund at this time because of transfers to the 
General Fund over the last few legislative sessions.  He said that has not appeared to cause a 
problem to consumers and it reinforces the idea that the Fund is not necessary.  He said the 
closing protection letter will fill any gap that may arise in the absence of the Fund. 
 
In response to Mr. Seel, Mr. Phelps advised that approximately 84 percent of the residential 
transactions in Arizona are conducted on contract forms devised by the Arizona Association of 
Realtors.  The contract makes people aware of the closing protection letter.   
 
Ms. McCune Davis asked how the other 16 percent is handled.  Mr. Phelps clarified that the CPL 
specifies that the title insurer, not the escrow agent in the transaction, will issue a CPL.  All 
companies are required by statute to advise customers of the availability of the CPL. 
 
Mr. Seel asked how many claims have been filed with the Department and the amount left in the 
Fund. 
 
Gretchen Conger, Legislative Liaison, Arizona Department of Financial Institutions, answered 
that a claim of $3 million was filed in 1994 and a $500,000 claim was paid in 1995.  She said she 
understands the current balance is $582,800. 
 
Chairman McLain announced the names of those who signed up in opposition to HB2297 but did 
not speak 
Bryan Ginter, representing self 
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Chairman McLain announced the names of those who signed up in support of HB2297 but did 
not speak: 
Ryan Harper, representing Land Title Association of Arizona 
 

Question was called on the motion that HB2297 do pass.  The motion carried 
by a roll call vote of 4-2-0-1 (Attachment 5). 
 

Without objection, the meeting adjourned at 2:32 p.m. 
 
 
 
 
 
       ______________________________ 
       Joanne Bell, Committee Secretary 
       February 9, 2011 
 
(Original minutes, attachments and audio on file in the Chief Clerk’s Office; video archives 
available at http://www.azleg.gov) 
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