
  

 
 COMMITTEE ON BANKING AND INSURANCE 
   January 18, 2012 

ARIZONA HOUSE OF REPRESENTATIVES 
Fiftieth Legislature – Second Regular Session 

 
COMMITTEE ON BANKING AND INSURANCE 

 
Minutes of Special Meeting 

Wednesday, January 18, 2012 
House Hearing Room 5  --  2:00 p.m. or on adjournment of APPROP 

 
 
Chairman McLain called the meeting to order at 2:05 p.m. and attendance was noted by the 
secretary. 
 

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

Members Absent 
 
None   
 

Committee Action 
 
HB2023 - DPA (6-0-0-1) HB2155 - DP (7-0-0-0) 
HB2153 - DPA (5-0-0-2) HB2253 - HELD 
  
  
INTRODUCTION OF STAFF AND MEMBERS: 
  
Chairman McLain introduced staff: 

Sarah Wharton, Majority Research Analyst 
 Traci Long, Majority Intern 
 Liz Navran, Staff Attorney/Policy Advisor for the House Democratic Caucus 
 Elizabeth Bixby, Democratic Intern 
 William Fry, Page 
 Daniel Frank, Page 
 Joanne Bell, Committee Secretary 
 
Chairman McLain asked Members to introduce themselves. 
 
CONSIDERATION OF BILLS: 
 
HB2253 - money transmitters; limited liability companies - HELD BY CHAIRMAN 
 
Chairman McLain announced that HB2253 will be held. 
 



 
 COMMITTEE ON BANKING AND INSURANCE 
  January 18, 2012 2 

HB2155, controlled substances; workers’ compensation - DO PASS 
 

Vice-Chairman Dial moved that HB2155 do pass. 
 
Sarah Wharton, Majority Research Analyst, stated that HB2155 allows Independent Medical 
Examiners (IMEs) to access the Arizona State Board of Pharmacy’s Controlled Substances 
Database and permits them to disclose any data found to the employee, employer, insurance 
carrier and the Industrial Commission (Attachment 1).  She answered questions about patient 
privacy and patient consent. 
 
James Stabler, Chief Counsel, SCF Arizona, spoke in support of HB2155.  This legislation 
clarifies that workers’ compensation evaluating physicians have a right to access the Board of 
Pharmacy’s Controlled Substance Database.  The present statutes already allow physicians to 
access this; however, the law excludes workers’ compensation.  The bill addresses workers’ 
compensation and targets abuse of drug overdose and illegal diversion of these drugs to the 
street.  A number of workers’ compensation patients become addicted to very high levels of 
narcotic medications.  The problem is caused by a very small percentage of physicians, yet that 
small percentage is responsible for a large amount of drugs being prescribed.  IMEs look at the 
prescribing habits of physicians and the amount of drugs being prescribed.  Being able to access 
the prescription database to find out if an injured worker who has an addiction is obtaining drugs 
from other sources without telling his own physician is crucial in addressing this problem.  He 
answered questions about privileged information, consent and overprescribing. 
 
Vice-Chairman Dial announced the names of those who signed up in support of HB2155 but did 
not speak: 
Marjorie Eskey-Auerbach, MD, representing self 
Stephen Borowsky, MD, representing self 
Michelle Bolton, Vice President of Public Affairs, Greater Phoenix Chamber of Commerce 
Karlene Wenz, Government Affairs Specialist, Liberty Mutual 
David Landrith, Vice President of Policy & Political Affairs, Arizona Medical Association 
Katie Whitchurch, Director of Government Relations, Arizona Chamber of Commerce and 

Industry 
Marcus Osborn, Manager of Government and Public Affairs, Arizona Manufacturers Council 
Jeff Gray, Legislative Liaison, Arizona Self-Insurers Association (ASIA) 
Mario E. Diaz, representing SCF Arizona 
Kerry Hayden, Government Affairs Representative, Farmers Insurance Group of Companies 
 
Vice-Chairman Dial announced the names of those who signed up in opposition to HB2155 but 
did not speak: 
Seth Apfel, representing self 
 

Vice-Chairman Dial moved that HB2155 do pass.  The motion carried by a 
roll call vote of 7-0-0-0 (Attachment 2). 

 
HB2153, insurance; financial provisions - DO PASS AMENDED 
 

Vice-Chairman Dial moved that HB2153 do pass. 
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Vice-Chairman Dial moved that the McLain four-line amendment dated 
1/17/12 be adopted (Attachment 3).   

 
Sarah Wharton, Majority Research Analyst, advised that HB2153 makes numerous changes to 
the insurance statutes specific to confidential documents, extraordinary dividends, investment 
regulation and derivative transactions (Attachment 4).  She explained the McLain four-line 
amendment dated 1/17/12 makes technical and conforming changes (Attachment 3).   
 
J. Michael Low, Attorney, SunAmerica Annuity & Life Assurance Company, American Council 
of Life Insurers (ACLI)  and Prudential Life Insurance Company, requested support of HB2153.  
He advised that Arizona’s provisions for investments, dividends and examination reports date 
back to the mid-50s.  This legislation attempts to update Arizona’s laws.  He reviewed the 
provisions of HB2153 and related that the various provisions are National Association of 
Insurance Commissioners (NAIC) model laws and regulations.  The Department of Insurance 
(DOI) has asked that confidentiality provisions relating to reports of examination be included.  
He opined that this proposal will be an economic benefit to the state because it will attract more 
companies to domicile in Arizona.  He responded to questions relating to breaking out of the 
Canadian investment and the positive impact on the marketplace. 
 
Steven Brancato, Deputy General Counsel, SunAmerica Annuity & Life Insurance Company, 
testified in support of HB2153.  He reiterated that this bill modernizes Arizona law with respect 
to extraordinary dividends and derivative transactions.  The model legislation proposed by 
NAIC, which has been adopted by many states, presents a fair and balanced approach.  He 
brought up the Dodd-Frank Wall Street Reform and Consumer Protection Act which has 
proposed a new framework for regulating derivative transactions at the federal level.  HB2153 is 
different in that it is specific to insurance and investments that insurance companies might make, 
and limits that might apply.  He answered questions about annuities and management risk.  
 
Stephen Stone, Senior Vice President, Market Risk Management, SunAmerica Annuity & Life 
Insurance Company, spoke in support of HB2153.  A modern insurance contract is more 
complex and contains more financial guarantees than contracts entered into 20 years ago to 
provide policyholders with lifetime retirement security as well as managing market risks with 
those guarantees.  It is important to have a regulatory framework to appropriately manage that 
risk imbedded in these contracts.  He advised that SunAmerica guarantees a lifetime five percent 
return of the policyholder’s initial investment regardless of the underlying performance of the 
fund and spoke of the need to protect the company against market decline.  He replied to 
questions about variable annuities, solvency, guarantee and risk of derivatives. 
 
Chairman McLain commented that updating insurance regulations proposed by NAIC lessens the 
risk of having the federal government impose regulations.  The goal of NAIC is to keep as much 
control at the state level as possible.  Mr. Low agreed. 
 

Question was called on the motion that the McLain four-line amendment 
dated 1/17/12 be adopted (Attachment 3).  The motion carried. 

 
Vice-Chairman Dial moved that HB2153 as amended do pass.  The motion 
carried by a roll call vote of 5-0-0-2 (Attachment 5).   
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Vice-Chairman Dial announced the names of those who signed up in support of HB2153 but did 
not speak: 
Karlene Wenz, Government Affairs Specialist, Property & Casualty Insurers Association of 

America 
Kerry Hayden, Government Affairs Representative, Farmers Insurance Group of Companies 
Charles Bassett, Blue Cross Blue Shield of Arizona 
 
Vice-Chairman Dial announced the names of those who signed up as neutral on HB2153 but did 
not speak: 
Andrew Carlson, Legislative Liaison, Arizona Department of Insurance (DOI) 
 
Vice-Chairman Dial announced the names of those who signed up in opposition to HB2153 but 
did not speak: 
Seth Apfel, representing self 
 
HB2023, unclaimed property; certificates of deposit - DO PASS AMENDED 
 

Vice-Chairman Dial moved that HB2023 do pass. 
 

Vice-Chairman Dial moved that the McLain two-line amendment dated  
1/17/12 be adopted (Attachment 6). 

 
Traci Long, Majority Intern, explained that HB2023 adds a Certificate of Deposit (CD) as well 
as any earned interest to the presumptions for abandoned property (Attachment 7).  The McLain 
two-line amendment dated 1/17/12 specifies that if a person agrees to automatic renewal upon 
opening the account, it is not considered abandoned property (Attachment 6). 
 
Mrs. McCune Davis expressed interest in what other states are doing with unclaimed property.  
She opined that three years is a relatively short period of time before the state claims the 
property. 
 
Representative Jack Harper, sponsor, advised that many people and different industries 
expressed concern about their property being taken and having to reclaim it when the time frame 
was changed for unclaimed property a few years ago.  The intent of this legislation is to exclude 
Certificates of Deposit in the unclaimed property statute. 
 
Mrs. McCune Davis again questioned the three-year provision.  She brought up instances where 
the CD matures and is allowed to sit for a period of time.  Chairman McLain noted that this 
already applies to other types of accounts.   
 
Representative Harper stated that if a Member feels that three years is not reasonable, a floor 
amendment can be proposed. 
 
Sean Laux, Legislative Liaison, Department of Revenue (DOR), neutral on HB2023, advised that 
DOR manages the state’s unclaimed property.  He explained that the dormancy period changed 
in 2010 from five years to three years, and the issue at hand is maturity date.  If there is no 
interest after three years, it will be reported to the state.  He further explained that the state takes 
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custody of unclaimed property and holds it in perpetuity but it always belongs to the owner; at 
any time, the rightful owner or descendants can claim the proceeds.   
 
Vice-Chairman Dial announced the names of those who signed up in support of HB2023 but did 
not speak: 
Jay Kaprosy, Senior Government Relations Advisor, Arizona Bankers Association 

 
Question was called on the motion that the McLain two-line amendment 
dated 1/17/12 be adopted (Attachment 6).  The motion carried. 
 
Vice-Chairman Dial moved that HB2023 as amended do pass.  The motion 
carried by a roll call vote of 6-0-0-1 (Attachment 8). 
 

Without objection, the meeting adjourned at 3:11 p.m. 
 
 
 
 
       ______________________________ 
       Joanne Bell, Committee Secretary 
       January 23, 2012 
 
(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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