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 COMMITTEE ON BANKING AND INSURANCE 
   February 20, 2012 

ARIZONA HOUSE OF REPRESENTATIVES 
Fiftieth Legislature – Second Regular Session 

 
COMMITTEE ON BANKING AND INSURANCE 

 
Minutes of Meeting 

Monday, February 20, 2012 
House Hearing Room 5  --  2:00 p.m. 

 
 
Chairman McLain called the meeting to order at 2:23 p.m. and attendance was noted by the 
secretary. 
 

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

Members Absent 
 
None   
 

Committee Action 
 
SB1014 - DP (6-0-0-0) SB1134 - DP (4-0-0-2) 
SB1015 - DP (4-0-0-2) SB1135 - DP (4-0-0-2) 
SB1016 - DP (4-0-0-2)  
 
CONSIDERATION OF BILLS: 
 
SB1014 - financial institutions department; licensing - DO PASS 
 

Vice-Chairman Dial moved that SB1014 do pass. 
 

Casaundra Wallace, House Majority Staff Intern, stated that SB1014 makes various changes to 
title 6 of the Arizona Revised Statutes pertaining to application fees for financial institutions and 
loan originators (Attachment 1): 
• Caps the fee that the Department of Financial Institutions (DFI) can charge to change the 

licensee name on a financial institution or enterprise license at $250. 

• Changes the definition of loan originator to exclude a person who originates five or fewer 
mortgage loans per calendar year if the source of the prospective financing also makes five or 
fewer mortgage loans per calendar year. 

• Allows the Superintendent of DFI (Superintendent) to deny a license to a person or suspend 
or revoke a license if the Superintendent finds that an applicant or licensee has been 
convicted of or pled guilty or no contest to a misdemeanor if it involved an act of fraud, 
dishonesty or breach of trust or money laundering at any time preceding the date of 
application. 
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• Requires rather than allows the Superintendent to deny a license to a person or suspend or 
revoke a  license if either of the following apply: 

 The applicant or licensee has been convicted of or pled guilty or no contest to a 
felony in a domestic, foreign or military court during the seven-year period 
immediately preceding the date of the application or at any time preceding the date of 
application if the felony involved an act of fraud, dishonesty or a breach of trust or 
money laundering. 

 The applicant or licensee does not have the financial responsibility, experience or 
competence to adequately serve the public or to warrant the belief that the applicant 
or licensee will act lawfully, honestly and fairly pursuant to this article. 

• Makes conforming changes. 
 
Chairman McLain advised that Senator McComish is sponsoring SB1014 on the Department's 
behalf. 
 
Chairman McLain announced the names of those who signed up in support of SB1014 but did 
not speak: 
Susan Brenton, Executive Director, Manufactured Housing Communities of Arizona 
Michael Preston Green, Lobbyist, Manufactured Housing Communities of Arizona 
 

Question was called on the motion that SB1014 do pass.  The motion carried 
by a roll call vote of 6-0-0-0 (Attachment 2). 
 

Vice-Chairman Dial assumed the Chair. 
 
SB1015 - financial institutions department; revolving fund - DO PASS 
 

Mr. Smith moved that SB1015 do pass. 
 
Sarah Wharton, Majority Research Analyst, said that SB1015 increases the cap for the amount of 
money allowed to remain in the Department of Financial Institution's (DFI) Revolving Fund at 
the end of each fiscal year (Attachment 3). 
 
Mr. Seel queried whether this gives the Department more options to invest and still maintain the 
Federal Deposit Insurance Corporation's (FDIC) ability to cover the deposits.  Ms. Wharton 
replied in the affirmative; however, she noted that SB1135 may be the bill that question would 
be applicable to. 
 
Senator John McComish, sponsor, related that the amount of the revolving fund has not changed 
since the 1970s.  Moving it from $50,000 to $200,000 keeps up with inflation.  It will help the 
agency manage its business a little bit better. 
 

Question was called on the motion that SB1015 do pass.  The motion carried 
by a roll call vote of 4-0-0-2 (Attachment 4). 
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SB1016 - workers' compensation; methods of compensation - DO PASS 
 

Mr. Smith moved that SB1016 do pass. 
 
Sarah Wharton, Majority Research Analyst, explained that SB1016 permits employees receiving 
workers' compensation benefits to request electronic transfers, and removes existing language 
regarding the licensing of marketing representatives for the State Compensation Fund (SCF) 
(Attachment 5).  The bill contains the following provisions: 
• Permits an employee who qualifies for workers’ compensation benefits to request electrionic 

payment of benefits through commonly accepted methods for transferring money by banking 
institutions, including the following: 

 Electronic fund transfers to the employee’s account. 

 A pre-paid debit card account that is established for the purpose of making direct 
electronic payment to the employee.  

• Removes language prohibiting marketing representatives of the SCF from being licensed to 
sell any other type of insurance other than workers’ compensation insurance.  

• Makes technical and conforming changes. 
 
Mr. Seel asked whether SCF can currently market any other forms of insurance.  Ms. Wharton 
answered in the negative.  She revealed that SCF is transitioning from a state agency to a mutual 
insurance company on January 1, 2013, and would like to be able to sell other types of insurance.   
 
Senator John McComish, sponsor, stated that this change brings the agency into the 21st century.  
It modernizes the system by allowing injured workers to request electronic transfers instead of 
receiving checks. 
 
In response to Mr. Seel, Senator McComish replied that this allows for direct deposit electronic 
transfers. 
 
Mr. Smith announced the names of those who signed up in support of SB1016 but did not speak: 
Susan Cannata, Attorney, SCF Arizona 
Jeff Gray, Legislative Liaison, Arizona Self-Insurers Association 
Heather Bernacki, Government Relations Associate, East Valley Chambers of Commerce 

Alliance 
Karlene Wenz, Government Affairs Specialist, Property Casualty Insurers Association of 

America 
James Stabler, Chief Counsel, SCF Arizona 
Jaime Molera, Lobbyist, SCF Arizona 
Michelle Bolton, Vice President of Public Affairs, Greater Phoenix Chamber of Commerce 
Marcus Osborn, Arizona Manufacturers Council 
Katie Whitchurch, Director of Government Relations, Arizona Chamber of Commerce and 

Industry 
 
Mr. Smith announced the names of those who signed up in opposition to SB1016 but did not 
speak: 
Pat VanMaanen, representing self 
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Question was called on the motion that SB1016 do pass.  The motion carried 
by a roll call vote of 4-0-0-2 (Attachment 6). 

 
SB1134 - automobile insurance; notice to insured - DO PASS 
 

Mr. Smith moved that SB1134 do pass.  
 
Traci Long, Majority Intern, reviewed the provisions of SB1134 which outline the time frame 
and guidelines for insurers to mail notices, refunds of cancellation and nonrenewal 
documentation addressing automobile insurance to policyholders (Attachment 7): 
• Specifies that “affiliate” has the same meaning as prescribed in A.R.S. § 20-481, insurance 

holding company systems.  

• Requires the insurer to either mail the notice and refund of the unearned premium together at 
least 10 days before the effective date, or mail the notice before the refund if both the notice 
and the refund are mailed separately to the insured at least 10 days before the effective date.  

• Specifies that an insurer’s affiliate must collect and remit a premium on the insurer’s behalf 
in the case of a notice of cancellation or nonrenewal. 

• Makes technical and conforming changes. 
 
Senator John McComish, sponsor, said this proposal does not change any standards that 
insurance companies are required to comply with in terms of notification or payment. 
 
Ms. McCune Davis said her understanding of the bill is that companies have ten days to send a 
check after a notice is sent.  Senator McComish deferred comment to Mr. Isaacson.   
 
Don Isaacson, State Farm Insurance, testified in support of SB1134.  He advised that currently 
the basic rule in most terminations is that a check and notice are sent to the policyholder at least 
ten days prior to the date of cancellation.  The courts have said that they do not have to be sent in 
the same envelope as long as they are simultaneous.  At State Farm and other insurance firms, 
the notice and the check come from different parts of the company, and they then do a manual 
correlation.  Under this legislation, both the check and notice have to be put in the mail ten days 
prior to the cancellation but do not have to be in the same envelope, and the notice has to lead the 
check.  The intent of the bill is to give companies some operational and systems flexibility. 
 
Ms. McCune Davis pointed out that the insured will have to find and purchase separate insurance 
after receiving notice of cancellation.  This change disconnects the notice and the refund.   
Mr. Isaacson replied that the same time frame applies.  The bill simply specifies that the notice 
and the check do not have to be in the same envelope. 
 
Mr. Smith said he always thought ten days was too short a time.  He asked whether the time 
could be extended so the insured can obtain other insurance coverage.  Mr. Isaacson said it 
would be an issue that could be re-examined by the Department of Insurance and the 
stakeholders. 
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Mr. Seel agreed with Mr. Smith and said it might be a challenge for some people to obtain other 
insurance within the ten days.  Mr. Isaacson said that after discussions, the Department is 
comfortable with this time frame. 
 
Mr. Smith announced the names of those who signed up in support of SB1134 but did not speak: 
J. Michael Low, Attorney, Allstate Insurance and American Family 
Norman Moore, Attorney, State Farm Insurance 
David Childers, Lobbyist, Property Casualty Insurers Association, Farmers Insurance 
Ellen Poole, Executive Director, Southwest Region, Government Relations, USAA 
 
Mr. Smith announced the names of those who signed up as neutral on SB1134 but did not speak: 
Andrew Carlson, Executive Assistant for Policy Affairs, Arizona Department of Insurance 
 

Question was called on the motion that SB1134 do pass.  The motion carried 
by a roll call vote of 4-0-0-2 (Attachment 8). 

 
SB1135 - government deposits - DO PASS 
 

Mr. Smith moved that SB1135 do pass. 
 
Traci Long, Majority Intern, explained that SB1135 authorizes the investment of government 
monies into federally insured savings deposit accounts (Attachment 9).  She reviewed the 
provisions of the bill: 
• Defines “investing entity” to mean this state, a political subdivision of this state, the 

governing body of a municipality, or governing body of a school district.  

• Authorizes the governing body of a municipality, school district, and the State Treasurer to 
invest government and public money into federally insured savings deposit accounts through 
the use of ICS.  

• Requires the eligible depository to arrange for the deposit of the monies in one or more 
federally insured banks, or savings and loan associations for the account of the investing 
entity. 

• Mandates that the full amount of principal and any accrued interest of each deposit be 
insured by the FDIC. 

• States that the eligible depository will act as a custodian for the investing entity with respect 
to the deposits. 

• Mandates that on the same date that the investing entity’s monies are deposited, the selected 
eligible depository will receive an amount of federally insured deposits from the customer of 
other financial institutions, equal to or greater than the amount of the monies initially 
invested by the investing entity through the eligible depository.  

• Makes technical changes. 
 
In response to Mr. Seel, Ms. Long agreed that this legislation gives flexibility to government 
entities to invest in vehicles that are more consistent with today's market and ensures that those 
investments are covered by Federal Deposit Insurance Corporation (FDIC) insurance.  Mr. Seel 
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asked whether discussions about this bill were held with the State Treasurer.  Ms. Long said that 
to her knowledge, they have not. 
 
Senator John McComish, sponsor, stated that this legislation allows government entities to keep 
pace with private entities in terms of utilizing the Insured Cash Sweep (ICS).  He encouraged 
Members' support.  He advised that the State Treasurer has been consulted on this and has no 
opposition to the bill. 
 
Jay Kaprosy, Senior Government Relations Advisor, Arizona Bankers Association, in favor of 
SB1135, advised the Association has spoken to the Treasurer's Office and they have lodged no 
complaints.  Discussions have also been held with the cities and counties, and other affected 
entities and they see this as an asset.  It gives them more opportunities on how to invest their 
monies and provides FDIC insurance for larger cash deposits.   
 
In response to Mr. Seel, Mr. Kaprosy explained that in 2007, legislation was passed which 
allowed for certificates of deposit (CD) when making exchanges from bank to bank to provide 
FDIC insurance.  It was found that as products have evolved, more demand deposit accounts 
could be utilized, such the money market savings accounts, which provide greater liquidity to the 
public entity, and that is the kind of account this bill will allow. 
 
Mr. Seel queried whether this bill will make it more difficult for the Auditor General to audit 
accounts.  Mr. Kaprosy opined that it will have no effect on audits. 
 
Mr. Smith announced the names of those who signed up in support of SB1135 but did not speak: 
Rene Guillen, Legislative Associate, League of Arizona Cities and Towns 
Wendy Briggs, Lobbyist, Arizona Bankers Association 
Stacey Langford, Vice President, Member Services, Arizona Bankers Association 
 
Mr. Smith announced the names of those who signed up as neutral on SB1135 but did not speak: 
Jen Sweeney, Government Affairs Director, Arizona Association of Counties 
 

Question was called on the motion that SB1135 do pass.  The motion carried by a 
roll call vote of 4-0-0-2 (Attachment 10). 

 
Without objection, the meeting adjourned at 2:56 p.m. 
 
 
 
       ______________________________ 
       Joanne Bell, Committee Secretary 
       March 13, 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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