ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legidlature — First Regular Session

COMMITTEE ON BANKING AND INSURANCE
Minutes of Meeting

Monday, February 28, 2011
House Hearing Room 5 -- 2:00 p.m.

Chairman McLain called the meeting to order a 4:11 p.m. and attendance was noted by the
secretary.

M ember s Present
Ms. McCune Davis Mr. Sed Mr. Didl, Vice-Chairman
Mr. MirandaR Mr. Smith D Mrs. McLain, Chairman
Members Absent

Mr. Williams (excused)

Committee Action

SB1094 - DP (5-1-0-1) SB1122 - DISCUSSED AND HELD
SB1102 - DPA (6-0-0-1) SB1184 - DP (6-0-0-1)

CONSIDERATION OFBILLS:

SB1102 - state compensation fund: confor ming changes - DO PASS AMENDED

Vice-Chairman Dial moved that SB1102 do pass.

Brooke Olguin, Majority Research Analyst, advised that SB1102 conforms statute to reflect the
termination of the State Compensation Fund (SCF) (Attachment 1). The bill delays the effective
date for al but one section of the bill to January 1, 2013.

Chairman McLain announced that without objection, she will allow the Dial amendment to be
offered. There were no objections.

Vice-Chairman Dial moved that the Dial ten-line amendment dated 2/25/11
be adopted (Attachment 2).

Ms. Olguin explained that the Dial ten-line amendment dated 2/25/11 restores language that was
amended in the Senate and adds language relating to the tax on self-insured employers
(Attachment 2).
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Vice-Chairman Dia announced the names of those who signed up in support of SB1102 but did
not speak:

David Jones, President/CEO, The Arizona Contractors Association, Inc.

Jaime Molera, Lobbyist, State Compensation Fund (SCF)

Vice-Chairman Dia announced the names of those who signed up as neutral on SB1102 but did
not speak:

Jeff Gray, Legidative Liaison, Arizona Self-Insurers Association

Karlene Wenz, Legidative Liaison, Department of Insurance (DOI)

Mr. Seel asked whether the |oan that the state provided to the SCF has been fully paid.

James Stabler, Chief Council, State Compensation Fund (SCF) Arizona, explained that when the
SCF separated from the Industrial Commission in 1964, there was a loan in the amount of
severa hundred thousand dollars and that was repaid within two years. Since then, SCF has paid
premium taxes as every other private insurance carrier, and in all other ways has functioned as a
private entity with no state support.

Mr. Seel wondered whether this entity will be totally separate and have no affiliation with the
state. Mr. Stabler answered that as of January 1, 2013, SCF will be a domestic mutual insurance
company.

Question was called on the motion that the Dial ten-line amendment dated
2/25/11 be adopted (Attachment 2). Themotion carried.

Vice-Chairman Dial moved that SB1102 as amended do pass. The motion
carried by aroll call vote of 6-0-0-1 (Attachment 3).

SB1184 - r ate service or ganizations, examinations - DO PASS

Vice-Chairman Dial moved that SB1184 do pass.

Jennifer Londono, Majority Intern, stated that SB1184 allows the Director of the Department of
Insurance (DOI) to examine a rating organization and a rate service organization as often as
considered necessary, rather than once every five years (Attachment 4).

Mr. Seel questioned why industry wants to make this change. Ms. Londono advised that Senate
testimony was that industry needed to be examined more frequently because of changes to
renewal requirements.

Chairman McLain stated that the sponsor advised that industry is asking for this bill because of a
problem with accreditation.

William Haug, representing Surety and Fidelity Association of America, in support of SB1184,
testified that this proposal brings the statute into conformance with the most recent model act of
the National Association of Insurance Commissioners (NAIC) which recommends going from
the mandatory five-year requirement to a requirement of as often as considered necessary by the
Director of the Department of Insurance. In order for the Association to renew its license this
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year, it will be necessary to have a forma examination. He advised that the Department of
Insurance had no objection when this idea was proposed and he stated that DOI agrees that this
legislation is appropriate in light of the NAIC model act. He urged support of SB1184.

Question was called on the motion that SB1184 do pass. The motion carried
by aroll call vote of 6-0-0-1 (Attachment 5).

SB1094 - mandated health cover age; report - DO PASS

Vice-Chairman Dial moved that SB1094 do pass.

Jennifer Londono, Majority Intern, advised that SB1094 requires a Legislative Committee of
Reference to examine data from multiple sources and to evaluate the effectiveness of proposed
services for treatment when considering a legislative proposal regarding mandated health
coverage (Attachment 6).

Question was called on the motion that SB1094 do pass. The motion carried
by aroall call vote of 5-1-0-1 (Attachment 7).

Names of those who signed up in support of SB1094 but did not speak:

David Childers, Lobbyist, Blue Cross Blue Shield Arizona, America s Health Insurance Plans

Heather Bernacki, Government Relations Associate, East Valley Chambers of Commerce
Alliance

Names of those who signed up as neutral on SB1094 but did not speak:
Karlene Wenz, Legidative Liaison, Department of Insurance (DOI)

SB1122 - insurance; health care sharing ministries - DISCUSSED AND HEL D

Vice-Chairman Dial moved that SB1122 do pass.

Brooke Olguin, Majority Research Analyst, reviewed the provisions of SB1122 which exempts
health care sharing ministries (HCSM) from regulation under the Department of Insurance (DOI)
and requires a monthly statement and written disclaimer be provided to al members
(Attachment 8). The bill defines an HCSM as a faith-based, nonprofit organization that is
exempt from federal income tax and that:

- Limitsits participants to those who are of asimilar faith.

- Acts as a facilitator among participants who have financial or medical needs and matches
those participants with others who have the ability to assist those with financial or medical
needs consistent with the criteria established by the HCSM.

- Provides for the financial and medical needs of participants through contributions from one
participant to another.

- Suggests amounts that participants may contribute with no assumption of risk or promise to
pay among the participants and no assumption of risk or promise to pay by the HCSM to
the participants.

- Provides a written monthly statement to all participants that lists the total dollar amount of
qualified needs submitted to the HCSM and the amount actually published or assigned to
participants for their contribution.

COMMITTEE ON BANKING AND INSURANCE
3 February 28, 2011



- Provides a written disclaimer on or accompanying all applications and guideline materias
distributed by or on behalf of the ministry that contains specific language.

Mr. Seel asked what the differences are between a health care sharing ministry and an insurance
company. Ms. Olguin replied that the language in the bill specifies what they have to do to be
considered an HCSM.

Ms. McCune Davis asked why legislation is needed; she wondered why this group is not able to
just operate in the marketplace.

Chairman McLain explained that in other states, these groups have tried to be under the purview
of the state's department of insurance. She advised that this proposal is a pre-emptive action to
have legidlative clarity that it is not an insurance company and does not need to be regulated by
DOlI.

Ms. McCune Davis noted that there are other programs where discounted medical care can be
purchased by becoming a member of an organization. She said she does not believe those
organizations are regulated by the Department of Insurance. She expressed concern about the
precedent that will be set by bringing these groups under the law. She also brought up the
provision that specifies that those who participate have no assurance of getting anything in return
and submitted that alaw is not needed for that.

Mr. Seel commented that thisis different from an insurance company in that the group takes on
no risk. Ms. Olguin concurred and said there is no promise to pay for any medical costs. She
advised that ten other states have enacted similar types of legislation.

Mr. Miranda queried whether the Legidature is lessening the liability for these entities by
enacting thisin statute. Ms. Olguin said she cannot answer that.

Chairman McLain related that she was asked by the sponsor to hold this bill.
Vice-Chairman Dial withdrew the motion that SB1122 do pass.
Chairman McLain announced that SB1122 will be held one week.

Without objection, the meeting adjourned at 4:32 p.m.

Joanne Bell, Committee Secretary
March 11, 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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